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© 4-Speed Main 
Transmission 


© Wheel-Type—Fastest 
Digging Method 

® 12-Speed Crawler 
Transmission 


® Wider Range of 
Trench sizes 


e Generously 
Powered 








e Compact—Less Than 
60” Wide 

® Full-Crawler 
Mounting —Com- 
pletely Maneuverable 


© Fast Boom Hoist 
® Shiftable Conveyor 


® Truck-Speed 
Portability — Safer, 
Faster Job Moves 








@ One Machine for 
Mains and Services 


® Digs All Soils in 
All Weathers 


® Less Property 
Damage—Crawlers 
Save Lawns, 
Walks, etc. 


® Unit-Type Con- 
struction 


® Lower Maintenance 
Costs 


. Longer Life 
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(200 or more copies) 
available on orders re- 
ceived within 30 days 
after publication date. 
Address 
WASHINGTON OFFICE 
for quotations. 











Pus.ic Utititigs ForTNIGHTLY.. 
stands for Federal and state regu- 
lation of both privately owned and 
operated utilities and publicly owned 
and operated utilities, on a fair and 
nondiscriminatory basis; for nondis- 
criminatory administration of laws; 
tor equitable and nondiscriminatory 
taxation; and, in general—for the per- 
petuation of the free enterprise sys- 
tem. It is an open forum for the free 
expression of opinion concerning pub- 
ic utility regulation and allied topics. 
It is supported by subscription and 
advertising revenve; it is not the 
mouthpiece of any group or faction ; 
it is not under the editorial supervi- 
sion of, nor does it bear the endorse- 
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From B&W Research & Engineering . .. 


Important 
alvances 
in firing 








Two important advances in firing—the Cyclone 
Furnace and Pressure Firing—used singly or in 
combination, are bringing major savings to cen- 
tral station and industrial boiler users. The re 
ception and wide acceptance given both of these 
B&W developments result from proved effi- 
ciency and economy . . . amply demonstrated 
in the chart below. 

The chart lists many possible ways in which 
the Cyclone Furnace and Pressure Firing con 
tribute to better operation—often just one 
advantage means important economy. The revo- 
lutionary Cyclone Furnace and B&W’s long. 
range experience with Pressure Firing are well 
worth serious consideration in your evaluation. 

We will be pleased to discuss these and other 
practical developments of B&W Research and 
Engineering as they relate to your power ger 
eration program and facilities. The Babcock & 
Wilcox Company, Boiler Division, 161. East 
42nd Street, New York 17, N. Y. 





EFFICIENCY MAINTENANCE AVAILABILITY AUXILIARY POWE 
CYCLONE « Efficient use of low- ¢ Practically no ID fon @ Reduces slagging and © Eliminates pulverizers. 
FURNACE grade cools. erosion, cleaning of convection sur- * Less soot blowing 
* Extremely low carbon © Eliminates pulverizer faces. 
loss. 
© Low excess air. © Low maintenance on 
burner and coal preparo- 
tion equipment. 
© Reduces cost of labor 
for ash ond dust handling. 
PRESSURE © Less stack loss... no air @ Fewer controls to main- © Simplifies fan control. * Less total fan power 
FIRING infiltration. toin. ' : to lower volume, weight, 








* No ID fon maintenance. 
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¢ Lower building and founda- 
tion costs. 
* Greatly reduced fy ash emis- 
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CYCLONE FURNACE 


ACCEPTANCE 


B&W’'s revolutionary method of firing is being used for boilers 
having steom capacities as high as 1,200,000 ib per hr., 
pressures to 2250 psi, ond temperatures to 1050 F. Burning 
coal, oil, and gas. Total generating capacity of oll Cyclone 
Furnace Boilers in service and on order is over 2,000,000 KW. 
Accumulated service-time on ail units is nearly a half century. 


Broad acceptance of B&W's pressurized-furnace design is 
shown by the units in service ond on order—by 27 electric 
utilities and some industrial plants—to serve a totol generot- 
ing capacity exceeding 8,500,000 KW. They include Rodiant, 
Open Pass, integral-Furnace and Stirling Boilers with individucl 
steam capacities ranging between 200,000 and 1,370,000 
ib per hr., design pressures to 2700 psi, and temperctures to 
1TOO F. 


PRESSURE FIRING 


BABCOCK 
& WILCOX 
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te of the most significant happen- 
ings in the field of public utility 
regulation and the relation of utility in- 
dustries with the Federal government 
was the recent 6-to-3 decision of the 
U. S. Supreme Court in the so-called 
Roanoke Rapids Case. This decision, up- 
holding a license issued by the Federal 
Power Commission to the Virginia 
Electric & Power Company, brings to an 
end a long and controversial argument 
between two Federal agencies. To those 
who believe in regulation of private en- 
terprise in the utility business, as dis- 
tinguished from a steadily increasing 
acquisition of utility operations by the 
Federal government, the outcome may 
be viewed with much satisfaction. 


Hap the Secretary of Interior pre- 
vailed in his contention that the Interior 
Department has a paramount interest in 
the reservation of natural resource de- 
velopment, the Federal Power Commis- 
sion might just as well have closed up 
shop as an independent regulatory tri- 
bunal. Its licensing authority would 
shrink to a mere administrative gesture, 
dictated by the desires of the Secretary 
of Interior on whether he thought the 
Federal government should develop cer- 
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tain areas, Private company hydro 
licenses would diminish in importance if 
they did not vanish altogether at the end 
of the so-called “recapture” period of 
those dams already built and operating. 


LEAVING aside the ideological ques- 
tion of whether such domination of the 
FPC by a Federal operating agency such 
as the Interior Department would be 
the forerunner of socialization of the 
electric industry, the taxpayer would 
come in for some pretty heavy burdens 
under the Interior Department conten- 
tion. 


oo thought lends particular point 
to the 2-part series of articles by J. 
Louis DonNELLY of the editorial staff of 
the New York Journal of Commerce, 
which begins in this issue. He has made 
a survey of various examples of projects 
built, financed, and operated by private 
companies. He has given it the provoca- 
tive title “Dreams the Taxpayer Didn’t 
Have to Pay for.” 


WE hear a good deal these days about 
the respective responsibility of the Fed- 
eral and state governments for local 
public works and allied improvements. 
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What goes on at this Round Table? 


®@ They could be exchanging ideas on new 
financing . . . discussing the cost of new 
money .. . hearing an expert appraisal of 
long-term trends for utilities. 

Those present, in addition to the public 
utility executives, include experts from 
investment banking institutions, insur- 
ance companies, rating agencies— and 
from numerous other types of financial 
organizations. 

Yes, this is a typical Public Utility 


‘Round Table” at the Irving. Last year 
alone, 145 representatives from 83 utility 
companies attended these sessions. 


These “Round Tables,” now going into 
their sixth year, are one of the ways we 
seek to serve the public utility industry. 
As specialists in this field, we are con- 
stantly on the lookout for ways to be of 
practical help. If your company has an 
unusual problem, that’s the kind of chal- 
lenge we welcome. 


IRVING TRUST COMPANY 


ONE WALL STREET 


Capital Funds over $121,000,000 


NEW YORK 15, N. Y. 


Total Resources over $1,300,000,000 
Wituiam N. Enstrom, Chairman of the Board 


Ricuarp H. West, President 


Public Utilities Department—Tom P. WALKER, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


8 PAGES WITH THE EDITORS (Continued) 


The Eisenhower administration has giv- 
en considerable thought to developing 
more “home rule” responsibility for such 
programs. But little is heard of improve- 
ments which actually benefit the entire 
population of an area without a penny’s 
expense to the taxpayer—Federal or 
state. These are improvements bought 
and paid for by business-managed utility 
companies, which also pay taxes on their 
operations over and above the “social 
dividend” which such company struc- 
tures provide. 


* * * * 


yb Yankee element of our north- 
east area has many characteristic 
attributes—thrift, integrity, and leader- 
ship, to mention only three. But an in- 
creasingly rare characteristic in these 
days of paternalistic government hand- 
outs and subsidies is a spirit of inde- 
pendence. This New England attitude of 
paying one’s own way and running one’s 
own affairs is well illustrated in the con- 
troversy over a proposed Federal power 
development in that region. In his article 
“Power in the Northeast” (beginning 
on page 476), LincoLn SMITH, a univer- 
sity professor, gives us an analytical 
report on the Yankee reaction to the 
idea of tying its power supply to Federal 
apron strings. 


* * * * 


Be the last couple of years transit 
utilities have found it increasingly 
difficult to attract private capital on con- 
ventional rate-of-return levels allowed 
by the regulatory commissions to other 
types of utilities in rate fixing. The rela- 
tively small investment in relation to 
high operating costs and sensitiveness to 
inflationary trends has made the transit 
industry consider the advisability of bas- 
ing rates on operating ratios rather than 
return-on-rate base. But there are legal 
and equitable objections to this proposal 
(which has been favorably discussed in 
an earlier article), according to Dr. Lav- 
RENCE S. KNAPPEN, former Federal 
economist and now public utility consult- 
ant in Washington, D. C. Such is the 
view taken in the article beginning on 
page 485. 


Dr. KNAPPEN was born in Sioux 
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LAURENCE S. KNAPPEN 


Falls, South Dakota, and graduated from 
the University of Wisconsin in 1920 
(MA, Rutgers University, 1933; PhD, 
Columbia University, 1940). Employed 
in investment banking and commerical 
fields for eleven years, he is the author of 
Revenue Bonds and the Investor. Dur- 
ing World War II he was with the War 
Production Board and Office of Price 
Administration, 1941-46 (chief econo- 
mist of OPA’s public utility branch). 
Since 1946 he has maintained his own 
office as a consulting economist in Wash- 
ington, D. C., specializing in rate regula- 
tory matters. 
* * * * 


press FREDERICK LLoyp, whose 
article “Political Power of the Small 
Shareholder” begins on page 498, for a 
number of years was engaged in design- 
ing and manufacturing special equip- 
ment for artifical gas making and in 
owning and operating gas companies. 
He served a term as president of the 
Michigan Gas Association. He is now 
retired from active business and devotes 
his time to private effort in analyzing 
industrial problems. He makes his home 
in Ann Arbor, Michigan. 


THE next number of this magazine 
will be out April 23rd. 
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Ow re ow Many? How Often? 


Answered with 





the Remington Rand 
Printing Calculator 


There’s an awful lot of figuring in the development and 
maintenance of consumer services like water, gas, light 
and power. How much? How many? How often? This kind 
of figuring you do fastest and most efficiently on the 
Remington Rand Printing Calculator. 

Why? Because the Printing Calculator, with its 10-key 
touch control keyboard, is really two machines in one. 
Because it provides automatic division and short-cut mul- 
tiplication plus split-second addition and_ subtraction. 
Because the printed tape is your permanent record and a 
positive proof of accuracy that you don’t have to check by 
re-run. The Remington Rand Printing Calculator saves 
you time and money! 


Call your Remington 
Rand representative 
for a demonstration in 
your own office, or 
write on your letter- 
head to Remington 
Rand Inc., Room 1870, 
315 Fourth Avenue, 
New York 10, N.Y., for 
a free descriptive 
booklet, AC 639. 


Vash 
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Coming IN THE NEXT ISSUE 


* 
OUTLOOK FOR HYDRO REDEVELOPMENT AT NIAGARA 


During the past two sessions of Congress three different ways of devel- 
oping power in the Niagara area have been suggested. There is a 
Federal development plan, a state development plan, and a private company 
development plan. The 82nd Congress failed to act on any of these meas- 
ures. Representative William E. Miller, New York Republican, explains the 
different proposals and why he believes Congress should adopt a bill for 
private company development which he has sponsored in both the 82nd and 
83rd Congresses. 


CAN FICTIONS OF LAW AND ACCOUNTING BECOME 
CONFISCATORY? 
The question of value of service has long been a controversial and disputed 
issue in public utility rate regulation. William M. Wherry, well-known public 
utility specialist of the New York bar, presents a forthright view of the actual 
effect of accounting practices on the equities of the public utility investor 
through the process of rate regulation. 


DREAMS THE TAXPAYER DIDN'T HAVE TO PAY FOR. PART Il. 

In this issue appears the first instalment of a 2-part series discussing private 
company utility investments which are of positive benefit to the taxpayers, 
in addition to their strict utilitarian function. In the coming issue there will 
be presented the second and concluding instalment, which covers develop- 
ments in Alabama, California, Georgia, Idaho, Maine, Missouri, Montana, 
North Carolina, Virginia, Washington, and Wisconsin. J. Louis Donnelly, 
author of this series, is a member of the editorial staff of the New York 
Journal of Commerce. 


BARCELONA—A SPANISH LESSON FOR INVESTORS 


President Eisenhower, in his State of the Union message early this year, re- 
ferred to the need of restoring confidence in foreign trade and investment. 
The Federal government for some time has been investing World Bank and 
other funds in public utility services of friendly foreign nations in the form 
of rehabilitation loans, etc. But the question of whether the utility investor 
should consider foreign public utilities as compared with public utility indus- 
try securities in the United States is still a difficult one. The experience of 
investors in Barcelona Traction, Light & Power Company, threatened with 
expropriation by the Franco régime, is an interesting case study along this 
line. Herbert Bratter, Washington business author, has given us a descrip- 
tion of what happened and some ideas as to what may happen to the private 
investors in the Barcelona utility. 


* 


A | $O .c- Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 
executives, financial experts, employees, investors, and others. 
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Just half 
the cost ? 


That’s right! 





We can do your bill analysis for just about one-half of 
what it costs a utility to have the same work done in its 
own offices. 


Here’s why: 


You see, consumers’ bill analysis is one of our day-in-and- 
day-out specialties. Our unique Bill Frequency Analyzer 
machines analyze as many as 200,000 bills each day. 


This equipment is at your disposal—and you pay only 
for the time these machines are working for you. No 
temporary staffs for you. No overtime costs. No headaches. 


Wouldn’t you like more of the details? Just send for “The 
One Step Method of Bill Analysis” which describes the 
services more fully. Why not drop us a note now? 


P.S. If you use punched cards for 
billing, we are also equipped to make 
your analyses from them. 


Saves 50% in time and money! 


This Bill Frequency Analyzer—developed especially for 
utility usage data—automatically classifies and adds in 
300 registers—in one step. 


Recording and Statistical Corporation 
100 Sixth Avenue, New York 13, N. Y. 
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never was in the world two opinions altke.” 


Austin S. IGLEHEART 
President, General Foods 
Corporation. 


CLARENCE MANION 
Dean emeritus, Notre Dame 
Law School. 


WALTER WILLIAMS 
Under Secretary of 
Commerce. 


L:xcerpt from radio address of 
Pope Pius XII—to Austrian 
IWorkers Society . 
September 14, 1952. 


D. A. Hutcy 
President, Lone Star Gas 
Company. 


DoucLtas MacArTHUR 
Chairman of the board, Remington 
Rand, Inc. 
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“The government is not, and never should be, a well- 
spring of individual security.” 


> 


“No amount of military might will save us if we permit 
our constitutional system to be subverted and destroyed.” 


* 


“Only as we are able to increase our productivity rate 
are we able to bring up our standard of living—to have 
a bigger pie and cut it into bigger pieces.” 


> 


“ 


. a danger is present when it is claimed that the 
wage earners in an enterprise have the right to economic 
comanagement, especially when the exercise of this right 
rests in reality, directly or indirectly, with organizations 
managed from outside the enterprise.” 


> 


“Too many of us have forgotten that our states are 
sovereign Republics, invested with primary rights and re- 
sponsibilities. that our national government is but 
a creature of the states; that its powers are endowed and 
not inherent and were designed only to serve certain 


common needs among the 13 newly independent American ° 


Republics.” 
aa 


“But to preserve it [our industry] we must understand 
it. We must understand that it comprises not only a 
power in being, but a reserve power capable of being 
quickly mounted to meet and overcome any eventuality. 
We must understand that it represents a condition of 
readiness born of American enterprise and vision, nurtured 
upon American energy and incentive, and finding its 
ultimate strength in American will and determination. 
It is the product of the capitalistic system. This system 
embraces every segment of our American society—the 
owners of industry, the workers in industry, and the 
public served by industry.” 


12 
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M” NEW PLANTS LIKE CATERPILLAR’S 


BURN COAL THE M 


Mr. R. H. Bachman, 
Plant Maintenance Engineer, 
Caterpillar Tractor Co., says: 
“Our new plant pictured above was re- 
cently completed at Joliet, Illinois. A 
n J completely up-to-date coal installation 
K ke was chosen to handle the heat and proc- 
ess steam requirements. To the right is 
a picture of the firing aisle showing how the boilers are 
fed by dust-tight chutes from overhead bunkers. This 
modern equipment makes coal as clean, convenient, and 
efficient as a fuel can be! The boilers are rated at 80,000 
Ibs. of steam per hour, but have handled loads as low as 


3,000 Ibs. per hour without difficulty.” 


For big savings, build for COAL! That’s a good 
tule to follow whether you've got a new plant under 
construction or an older plant being modernized. 


Up-to-date coal-burning equipment can give you 
more steam per dollar . . . modern coal- and ash- 
handling systems can cut labor costs to a minimum. 
In addition, coal is the only fuel with virtually in- 
exhaustible reserves. And to mine this coal, to 
better prepare it for customers’ special needs, 
America has the world’s most productive coal in- 
dustry. Thus, coal users get a double advantage— 
dependable supply of an ever better product, at 
relatively more stable prices. 


For heat, power, process steam—coal is your best 
bet! Ask a consulting engineer. He'll show you 
how to cut both fuel and operating costs by burn- 
ing coal in a modern plant designed to meet your 
specific needs. 


ODERN WAY! 


If you operate g steam plant, you can't 


COAL 
COAL 


COAL 


COAL 


COAL 
COAL 


afford to ignore these facts! 


in most places is today's lowest-cost fuel. 
resources in America are adequate for all 
needs—for hundreds of years to come. 
production in the U.S.A. is highly mechan- 
ized and by far the most efficient in the 
world. 

prices will therefore remain the most 
stable of all fuels. 

is the safest fuel to store and use. 

is the fuel that industry counts on more 
and more—for with modern combustion 
and handling equipment, the inherent ad- 
vantages of well-prepared coal net even 
bigger savings. 


BITUMINOUS COAL INSTITUTE 
A Department of National Coal Association, 


Washington, D. C. 


FOR HIGH EFFICIENCY i} FOR LOW COST 


YOU CAN COUNT ON COAL! 





















REMARKABLE REMARKS—( Continued) April 


EpiroriAL STATEMENT “There is no reason and no justification for socialized 
Industrial News Review. electric power .. . every nickel of the taxpayers’ money 
so spent is needlessly spent. The heavily taxed, publicly 
regulated utilities are performing the biggest power- 
producing jobs of the present—and they are ready and 
able to take on the biggest jobs that the future will bring. 

It’s time to cut the Socialists off at the pockets.” 





* 
Crawrorp H. GREENWAL1 “The real lesson of the past is that the raw material for 
President, I:. I. du Pont de all progress is people—not things. Given an atmosphere in 
Nemours & Company. which people can and will do their best, there is no limit 


to what may be accomplished. Never has there been a 
clearer demonstration of that simple theorem than in this 
nation’s history. Never has so much been accomplished 
in so short a span of years. And if we preserve for the 
future the spur of individual initiative, the horizons will 
be bright indeed.” 


* 































Merry_e S. RUKEYSER “Federal bounties in power or other services constitute 

Columnist. a double-edged sword. They connect the growth of facili- 
ties for a region with a cycle unrelated to local economic 
expansion. Thus the Pacific Northwest depends for ex- 
panding motive power on the mood of the national Con- 
gress: whether it feels extravagant or economical... . 
When the supply of motive power is dependent on private 
initiative and private financing, the growth cycle is pre- 
cisely related to the regional economic trend.” 


” 


Howarp M. Dirks “Effective communications in industry must really be 
Vice president, Carrier three-way—from the top down, from the bottom up, and 
Corporation. « laterally between departments and individuals on the same 


level. Real understanding cannot be reached unless there 
is opportunity for expression and willingness to listen on 
the part of all those concerned. Management must make 
the decisions and call the shots, of course, but an under- 
standing of the signals and assignments in each play will 
result in purposeful individual effort and produce team- 
work in an industrial organization the same as it will on 
a football team.” 


* 


WILLIAM WHITE “Antiquated laws regulating the railroads are depriving 
President, New York Central our stockholders and bondholders of an adequate return 
Railroad. on their $26 billion investment in the nation’s railroads 


To permit this situation to continue, works not only to the 
disadvantage of our investors, but also our employees, 
shippers, and the general public. When this mutuality of 
interest is understood by all groups, we anticipate that 
Congress will recognize the inherent danger of a national 
transportation policy that could lead to nationalization of 
the railroads and eventually to other important segments 
of our economy.” 


APR. 9, 1953 


April 9, 1953 Public Utilities Fortnightly 15 


: u" u 
: On the GO 


| for New Gas Line 
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FAST BACKFILLING. An International TD-9 with a Superior angle-filler puts the finishing 
touches on a 13,000 foot natural gas pipe line for the Ohio Fuel Gas Company. 


International TD-9 provides muscle for new 


8-inch line near Creston, Ohio 


he Ohio Fuel Gas Company of Wooster, toughest conditions. Operators like them 
Ohio makes a “go” of utility pipeline all—not only for their power and dependa- 
onstruction with an International TD-9 bility, but for their easy maneuverability 
andling the heavy work. and fast starting in any weather. 


This versatile unit provides low-cost For the full story, see your nearby 
power for right-of-way preparation, haul- International Industrial Distributor. And 
ing, laying-in, backfilling and grading. - let his big stock of parts and complete 

It’s one of five International crawler service facilities back your equipment for 
models built for top performance under the years of trouble-free work! 





INTERNATIONAL HARVESTER COMPANY, CHICAGO 1, ILLINOIS 


INTERNATIONAL POWER THAT PAYS 
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SOUTHERN'S 


COORDINATED COAL SERVICE GIVES 
VALUE-WISE INDUSTRY MORE THAN COAL— 


Dependability . . . This is your assurance when you do business wi 
SOUTHERN — a responsible organization of experienced coal specia 
ists . . . Their extensive resources, complete facilities and practic 
knowledge of industrial coal problems are efficiently coordinated 
give you the greatest value for your coal dollars. 





SOUTHERN gives you the protective insurance of these essentials 
fuel economy and year after year coal satisfaction— 

Combustion engineering collaboration Accurate equipmen 
analysis Right coal application, specific to your requirements 
proved by burning tests Outstanding selection of uniform quali 
coals _Rigidly controlled preparation — coals washed, precision siz 
and laboratory tested daily at the mines Dependable supply: | 
completely mechanized operations, 10,000,000 tons annual capacity 
shipment over nine major railroads and lake transport through Ch 
cago’s modern Rail-to-Water Transfer Facility from mines in Ohi 
Western Kentucky, Indiana and Illinois. 


EFFICIENT COAL UTILIZATION 
SEND FOR THIS FREE BOOKLET 
Written by Joseph Harrington—one of America’s foremost co 
bustion engineers and authorities on Coal; its history, chemist 
—<<lli properties, preparation, and efficient utilization, and stori 


£ : Fem 
GRAHAM MINE—W. Ky. KEY MINE—Fulton Co. tit. TECUMSEH MINE—S. Ind. 


YOU CAN RELY ON SOUTHERN'S ENGINEERED INDUSTRIAL 


a {7 V/ T/ 
Soi CAL Me AL het wcll de LHC 
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eof SOUTHERN’S unirorm quatity coALs 1s RIGHT FOR YOUR BURNING EQUIPMENT 


KENTUCKY 


BO—Shipped from Skibo, Kentucky 
uhlenberg County), on the LC, Rail- 
d. Modern preparation plant, wash- 
capacity 500 tons per hour. Sizes: 
3” Washed Egg, 14x %” Washed 
stnut, 9x4” Washed Domestic 
ker, 14x44” Washed Stoker, 144”, 
14,"x28 Mesh Washed Stoker, Oil 


pted is desired. 
A 
oque 
« 


GUE—Shipped from Vogue, Ken- 
ky (Muhlenberg County), on the 
and L. & N. Railroads. New, com- 
tely modern preparation plant. 
shing capacity 500 tons per hour. 
es: 1x3” Washed Egg, 14x” 
shed Chestnut, 144x4” Washed Com. 
ker, 144” or 1° x28 Mesh Washed 
ker, Auto-Flame Washed and Oil 
ated Domestic Stoker. Oil treatment 
esired on all sizes. 


D ABE—Shipped from Bixby, Ken- 
ky (Ohio County), on the L. C. Rail- 
id. New, modern preparation plant, 
hing capacity 800 tons per hour. 

7" Lump, 7x3” Washed Egg, 
14,” or 2” Washed Nut, 14x %” 
shed Chestnut, 14x44” Washed 
ker, 3,x'4” Washed Domestic Stoker, 
", 1" or 4,°x28 Mesh Washed Stoker, 
Washed Carbon. Oil treatment if 


ired 


AHAM-—Shipped from Graham, 
intucky (Muhlenberg County), on 
LC. Railroad. Thoroughly washed 
t carefully prepared. Sizes: 7” Lump, 
” Washed Egg, 3x2” Washed Junior 
» 3x14” Washed Nut, 1144” Washed 
ker, 2” or 14%4"x0 Screenings. 


WERHOUSE — Specially prepared 
shed and Washed Screenings from 


OAou cAN 


RELY ON 


two large mines in Western Kentucky. 
Shipped from Vogue and Skibo, Ken- 
tucky (Muhlenberg County), on the 
I. C. and L. & N. Railroads. An excep- 
tional coal for Industry. 


ILLINOIS 


Wilmington 
coal 


WILMINGTON —Shipped from Mul- 
lins, Illinois (Wilmington District), on 
the Santa Fe and G. M. & O. Railroads. 
Exceptionally low ash coal from North- 
Illinois—prepared in a plant with all of 
the necessary facilities for careful wash- 
ing and sizing—washing capacity, 350 
tons per hour. Sizes: 5x3” Washed Egg, 
2x1%y”, 14xl”, 1%4x4%”, 1x4”, "x0. 
Screenings 2”, 14%", 1”. Stoker and 
Sereening sizes heat dried. Oil treat- 
ment if desired. 


KEY—Shipped from Astoria, Illinois 
(Fulton County), on the €. B. & Q. 
Railroad. New McNally-Pittsburg 
washer and preparation plant. Washed 
screenings are heat dried. Sizes: 7x3” 
and 7x4” Egg, 4x2” Egg, 2”, 144”, 14”, 
1”, "x28 Mesh Washed Screenings. 


SEMINOLE—Shipped from Seminole, 
Illinois (St. Clair County), on the I. C. 
Railroad. Producing high quality No. 6 
Seam Coal. Precision preparation in a 
modern plant—washing capacity 350 
tons per hour. Sizes: 7x3” Washed Egg, 
4x2” Washed Nut, %4x%” Washed 
Stoker, 144”, 14%” or %”x28 Mesh 
Washed Screenings. Stoker and Screen- 
ing sizes heat dried. 


INDIANA 


TECUMSEH—Fifth Vein Washed Coal 


shipped from Tecumseh, Indiana, on 


SOUTHERN’'S 


ENGINEERED 


the New York Central Railroad. A large 
producing mine—washing capacity 850 
tons per hour, in a precision- built 
MeNally-Pittsburg plant. Sizes: 6x 4”, 
4x2”, 4x114”, 2x14”, 1Y%4x1", 14x%”", 
1x34”, 2”x10 Mesh, 144”x10 Mesh, 1”x10 
Mesh, 34”x10 Mesh. Stoker and Screen- 
ing sizes heat dried. Oil treatment if 
desired. 


SUNLIGHT — Shipped from Boonville 
and Tecumseh, Indiana, on the South- 
ern and New York Central Railroads. 
Producing excellent quality Fifth Vein 
Coal in a plant with latest facilities for 
thorough washing and precision sizing 
—washing capacity 500 tons per hour. 
Sizes: 6x4", 4x2”, 4x 1%”, 2x1’, 
14x", 144x534”, 1x%”, 2”x10 Mesh, 
14%”x10 Mesh, 1°x10 Mesh, %”x10 
Mesh. Stoker and Screening sizes heat 
dried. 


BROKEN ARO—Shipped from Wells- 
ton, Ohio, on the B. & O. Railroad. A 
new large producing mine with a rated 
capacity of half a million tons annually. 
Precision preparation in a McNally- 
Pittsburg processing plant. All sizes 
thoroughly washed and graded with 
most modern equipment. Sizes: 6x3” 
Washed Egg, 3x1'4” Washed Nut, 114x- 
%” Washed Stoker, 2”, 1” or "x10 
Mesh Washed Screenings. 


ALABAMA 


MARIGOLD—Shipped from Marigold, 
Alabama, on the Alabama Central Rail- 
road, from the famous Black Creek 
Seam. Modern washer and preparation 
plant. Sizes: 6” Lump, 6x3” Egg, 3x14” 
Nut, 1x4” Domestic Stoker (oil 
treated), 1°x28 Mesh Stoker, 114”x28 
Mesh Stoker. Oil Treatment if desired, 


INDUSTRIAL 


MEMBER 
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with “Comfort Snap” control ( 
Ml Ws 
A= old-fashioned controls retarding your space-heater sales and 


IN 
profits? Make this easy check — 


Put the new A-P “Comfort-Snap” Control on space-heaters that have 
the A-P Model 54 Manual Gasapack. Easily and instantly attached, it 
offers your space-heater customers the added convenience of silent, trouble- — lggg’s proof ! 
free, fully automatic temperature control. It modulates the fire between This negligible 


temperature varia- 


high and low . . . snaps “off” when temperature gets too high . . . assures eden wes seccoded 
in a room heated by 


constant, comfortable, even room temperature. & spece-heater with an 
See how much easier this makes space-heater selling. And what’s ee ee eae 
more, it boosts your per sale profit. Get all the details on the A-P “Comfort- Pom. Control modalayed fr arate 8 ag 


Snap” Controls, write for bulletin G-220 today. trol maintained high fire — variation, = + 4% 


A-P CONTROLS CORPORATION 


2470 N. 32nd Street, Milwaukee 45, Wisconsin 
In Canada: A-P Controls Corporation, Ltd., Cooksville, Ontario 


Thermomatic fip ~~ Gosopock Thermo- Bech 
—- ++. for Air... Liquids «++ Gases... Refrigerants Control ‘han 


E+ ( 
DEPENDABLE (2017202 2 eS 


yt 
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The five Lincoln booklets on S.E.C. matters are supplied . 
without cost. They are Federal Laws, Form S-1 
(registration statement), Regulation S-X (financial state- 
? ments), Regulation C (registration procedure), Regulation 
X-14 (proxy rules). A request on your business stationery 
will bring these useful items to you promptly. 


L a i C oO L Ay financial printers 


NEW YORK (6): 130 Cedar Street * WoOrth 
CHICAGO (5): 732 Sherman Street * WAbasht 


al 






| 


Specialized service in all 
documents relating to 
corporate finance and 
stockholder and public relations. 






































< Jtijities [5 ngineering 


pe System planning is but one of our 
ae important services to the Utilities in- 
dustry, public and private. 

With characteristic skill and assur- 
ance our engineers delve deep into 
the problems pertaining to steam 
power plants, transmission lines, dis- 
tribution systems, substations, inspec- 
tions and expediting, appraisals, 
depreciation studies, cost analyses, 
rates, contracts, property records, re- 
ports, etc. as well as general consult- 
ing services, and testimony before 
commissions. 
































The independent consulting engi- 
neering organizations provide in a 
single service, the combined skills and 
experience of leading architects and oa? 
es in all — . ' 

nforming tothis pattern the Peter f . i % 
F Loftus Corporetion includes che JE RDaCa Me ae a OG ae OU eC 
following completely staffed divisions Established 1923 
— Architectural, Electrical, Mechan- . e 
ical, Mining, Heating, Ventilating and en Gg ineerin g cOoOnsU Ita nts 
Air Conditioning, MaterialsHandling, FIRST NATIONAL BANK BUILDING © PITTSBURGH 22, PA 
Machine Design, Structural, Utilities. 











CABLE ADDRESS “LOFTUS PITTSBURGH” 
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DELTA-STAR 


builds a 
COMPLETE LINE . 


“Pr 
~e POWER CONVECTOL 


Clamp Type Connector 








Whatever your requirements there 
a Delta-Star connector designed speci 
ically to do the job. Never is there 
necessity of adapting a connector 
your particular application; there 
available at Delta-Star the exact con 


nector you require in clamp or sold 
type with all the characteristics ths 
TU have won such general acceptancl 


High Compression Connector 


throughout the industry. 


Delta-Star clamp type conmm 
nectors incorporate the thre 
essential requirements of positi 
electrical and mechanical connec 
tion, ease of installation, 
continuity of service over lon 


Soaighe periods of time. 


Connector 





H. K. PORTER COMPANY, INC. 
2437 FULTON STREET, CHICAGO 12, ILLINOIS 


DISTRICT OFFICES IN PRINCIPAL CITIES 
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blowing your top?..... 


Our clients never blow their tops be- 
cause producing superior printing is 
routine at Sorg—even against the 
most imminent deadline. 


They know the quality they can expect 
from specialists with over thirty years’ 
experience in every type of financial, 
corporate and legal printing and find 
distinct advantages in our handling of 
design, printing, binding and mailing 
all under one roof. 


A CONFIDENTIAL 
SERVICE 
SINCE 1920), 





atomic power for civilian use ? 


NDA, the senior independent nuclear en- 
gineering firm in the United States, has 
produced tangible and practical results for 
both government and private enterprises by 
specializing in imaginative high-performance 
research and design in nuclear reactors and 
power plants for civilian use. Major clients 
include the U. S. Atomic Energy Commission, 
The Babcock & Wilcox Company, Bell Tele- 
phone Laboratories, Inc., Carbide & Carbon 
Chemicals Company, The Detroit Edison Com- 
pany, The Dow Chemical Company, The 
International Nickel Company and Pratt & 
Whitney Aircraft. 


On request: “Collected Papers on Atomic Power for 
Civilian Use.” Write, on your company letterhead, to 
NDA, 80 Grand Street, White Plains, New York. 


Nuclear Development Associates, Inc. 
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Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts and 
economists keep you informed as to methods and trends in the 
security markets. You will be better able to present your com- 
pany in its most favorable light if you know the trend of finan- 
cial thinking as expressed in the official publication of the 
Security Analysts. 





| 


2. Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effective 
way to contact this influential group of investment specialists 

than to advertise in their own quarterly Journal. 














To Keep Abreast of Investment Markets 


READ THE ANALYSTS JOURNAL 





To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 





















The Analysts Journal 
20 Broad Street, Room #908 
New York 5, N. Y. 





Gentlemen: 
() Please enter my subscription for one year at the subscription rate of $4.00. 


(CD Please send me your advertising brochure. 
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HOW TO SAVE THE TIME 
OF YOUR TOP EXECUTIVES 





Lighten executive loads— including your own! How? By focussing the specialized 

| help of EBasco a, constructors and business consultants on your most trouble- 

some, time-consuming business problems. Esasco helps solve such problems efficiently 

and economically ...without odting permanently to company payrolls or disturbing 
existing company relationships. 

Perhaps yours is a sales and marketing problem. Esasco has planned many such 

programs in a wide variety of fields. EBasco has developed insurance and pension 

plans; handled appraisals; planned and built over one billion dollars worth of new 

plants; solved ee | and _— problems; planned effective personnel pro- 

grams. Epasco has a business and industry throughout the me for 

| nearly 50 years. EBasco will do all or any part of a job, for companies large and small. 





To find out exactly how we can serve you best, write for your copy of “‘The Inside 
Story of Outside Help.”” Address: Ebasco Services Incorporated, Dept. W, Two Rector 
Street, New York 6, N. Y. 


EBASCO SERVICES 


Shp oom etag, INCORPORATED 
; om EB % New York + Chicago - Washington, D.C. 
ip * Appraisal - Budget - Business Studies - Consulting Engineering - Design & Construction - Financial 
%y Industrial Relations - Inspection & Expediting - insurance, Pensions & Satety 
tee equeet™ Office Modernization - Purchasing - Rates & Pricing - Research - Sales & Marketing 


Systems & Methods - Taxes - Traffic - Washington Office 
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Are you taking advantage of 


SPECIALIZED DESIG 


to meet your changed transportation problems ? 


Rae. 


- 





Left—This Model 3016 
maneuvers closer to j 
++.Saves time in tras 
adds new safety feat 
Northern States Pows 
Minneapolis, Minn. 


ight—This Model 3020 White 

owned by Winnipeg Electric 
Co., Winnipeg, Manitoba, 
is equipped with workshop 
body and winch. Its maneu- 
verability saves time for 
its crew... gets work done 
faster. 


AILORED to your exact work, the White 3000 
educes your transportation cost...does more 
work every day in your service. 

Today’s heavy traffic and congestion and 
bther exacting operating conditions mean 
our trucks should be engineered to your own 
service needs—with new maneuverability, 
bxtra carrying capacity, quicker loading, 
ndded safety features, and driving ease. 

You have all these—and more—in the SUPER POWER 
White 3000. See your White Representative 300 
or facts about the extra economy of White ———_ 
Specialized Design. 


HE WHITE MOTOR COMPANY - Cleveland I, Ohio 





Tips its cab to service 


OR MORE THAN 50 YEARS THE GREATEST NAME IN TRU 
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¥ Pacific Coast Electrical Association, Administrative Services Section, ends 2-day con 
ference, Phoenix, Ariz., 1953. 





Hevthevest Electric Light & Power Association, Engineering-Operation Section, ends 
3-day meeting, Portland, Ore., 1953 





Rocky Sonatas, Btectotoat League will hold annual spring conference, Denver, Colo., 
April 26—28, 19 





Illuminating Engincering Society begins southwestern regional mecting, Dallas, Te-x., 
1953. 





American Gas Association oe sales conference on industrial and commercial 
gas, Philadelphia, Pa., 195 





Association of Mebeashe Liquefied Petroleum Gas Dealers begins annual convention, 
Omaha, Neb., 19: 











Illinois Telephone Association begins convention, Peoria, Ill., 1953. . ; 
Pacific Coast Gas Asso., Sales Sec., begins workshop, Santa Barbara, Cal., 1953. 





American Water Works Asso., New York Sec., begins meeting, Elmira, N. Y., 1953. 
| Florida-Georgia Gas Association begins convention, Palm Beach, Fla., 1953. 








Maryland Utilities Association begins annual meeting, Baltimore, Md., 1953. 





American Water Works Association, Arizona Section, ends 3-day annual meeting, 
Chandler, Ariz., 1953. 





Mississippi Liquefied Petroleum Gas Dealers Association begins annual conveiition, 
Edgewater Park, Miss., 194). 





| Electric and Gas Utility Accountants begin conference, Chicago, Ill., 1953. 
Ohio Independent Telephone Asso. begins convention, Columbus, Ohio, 1953. 





Southwestern Gas Measurement Short Course begins, University of Oklahoma, Nor- 
man, Okla., 1953 

















ager Institute of Electrical Engineers begins southern district meeting, Louisville, 
Ky., 1953. 
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Ryan dam on the great falls of the Missouri river, Montana, named for John D. Ryan, 
one of the founders of Montana Power Company. 
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Dreams the ‘Taxpayer Didn’t 


Have to Pay for 


Part I 


The Eisenhower administration has given considerable thought 
to developing more “home rule” responsibility for public proj- 


ects. 


But little is heard of improvements which actually 


benefit the entire population of an area without a penny’s 
expense to the taxpayer—Federal or state. These are improve- 
ments bought and paid for by business-managed utility compa- 
nies, which also pay taxes on their operations over and above 
the “social dividend” which such company structures provide. 


By J. LOUIS DONNELLY* 


ILLIONS of dollars have been 
spent by private electric util- 
ity companies in the United 

Ptates in the development of river 
asins for the benefit of the public but 
hot at public expense. 

These companies have been highly 


— ,Personal note, see “Pages with the 
rs. 
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successful in meeting the greatly ex- 
panded postwar demand for electricity 
and frequently have been called upon 
to supply energy to the much publi- 
cized government power areas. 

Some of these hydroelectric devel- 
opments were started long before there 
were any government projects and 
when great investor risk was involved. 
APR. 9, 1953 
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Over the years there has been consid- 
erable expansion which was financed 
entirely by private funds. This pro- 
gram has actively continued. Still there 
is opposition on the part of govern- 
ment agencies to many private com- 
pany projects. Examples are the issues 
involved in the Idaho Power Com- 
pany’s Oxbow project, the Kings river 
development of Pacific Gas and Elec- 
tric, and the Roanoke Rapids Case in- 
volving Virginia Electric & Power 
Company. (The U. S. Supreme Court 
held against the Interior Department 
in the Roanoke Rapids Case on March 
16th.) 


HE utility companies have been 

active in presenting their views to 
the public on these matters and have 
been aided by a large and active local 
stockholder ownership, something dif- 
ferent from the New Deal days when 
holding companies were common and 
shareholders few. 

One of the companies, Rochester 
Gas & Electric Corporation, has pre- 
pared and is distributing to stockhold- 
ers and consumers a pamphlet entitled 
“A Tax-paying River Development in 
the Genesee Valley.” Alexander M. 
Beebee, president of the upstate New 
York utility, is quoted as saying: 

Promoters of government develop- 
ment of electric power frequently point 
to the Tennessee Valley Authority 
(TVA) as an example of the benefits 
that can accrue to an area only from 
government operation. 

However, we like to feel that our 
company, through private enterprise 
and without any burden to the tax- 
payer, already is doing all of the good 
things which they glorify and, in addi- 
tion, is carrying more than our full 
share of the country’s tax burden. 

Many do not realize what the 
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RG&E has done and is doing in flood 
control—bringing low-cost electricity 
to the farmer, manufacturing fertilizer 
and fungicide, as well as assisting the 
farm homemaker and businessman in 
many ways that help to make for pros. 
perity in the area we serve. 


In statements to the Subcommittee 
on Irrigation and Reclamation of thef 
House Committee on Interior and In- 
sular Affairs in March of 1952, T. E. 
Roach, president of Idaho Power 
Company, charged that the proposal to 
construct the Hell’s Canyon dam is “to 
spend $482,000,000 of the taxpayers’ 
money, or over $3,000 per kilowatt, to 
obtain between 125,000 and 150,000 


private enterprise is ready to provide, 
without the expenditure of a single 
dollar of government funds.” 


Sia Jordan, told this congres- 
sional group that he was opposed to 
the proposed legislation for the fol- 
lowing reasons: 


1. It is a direct violation of states’ 
rights. 

2. It places a definite limit on con- 
sumptive use. 

3. It would destroy possibility 0 
slack water navigation from southern 
Idaho to the coast. 

4. Federal development would re- 
sult in loss of taxes to Idaho and tog, 
the nation as compared to development 
by tax-paying private enterprise. 

5. It would inundate mineral re 
sources. 

6. It would add to the Federal debt 
—taxes must be cut. 

7. It offers prime target for sabotage 
or direct attack by an alien enemy. 

8. Idaho would be forced into a state 
power authority to protect its reserva- 
tion of power. 

9. The Department of Interior's 
estimate of the down-river power bene- 


466 












fits is a nebulous variable not fully 
accepted by other competent engineers 
not employed by the government. 

10. The Columbia Basin Inter- 
Agency Committee has never endorsed 
and does not now endorse the Interior 
Department plan for building Hell’s 
Canyon dam. 
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One of the well-publicized private 
iver basin developments is the Wis- 
tonsin and people in that area describe 
tas the “hardest-working river in the 
and.” 

This river has received nation-wide 
publicity. Special articles describing 
he dam and reservoir system have ap- 
peared in Pusiic UTILities Fort- 
IGHTLY,| The Saturday Evening 
Post (November 3, 1951), the Con- 
pressional Record (remarks by Sena- 
or Alexander Wiley, June 18, 1951), 
he Electrical World (August 14, 
948), and various other publications. 

















Jaho, 
gres- 
od tof\‘ome other areas challenge these 
fol claims of the Wisconsin. One of 
hese objectors is Thomas J. Rouner 
bf the New England Electric System, 
rho boasts of what has been done with 


tates’ 


DREAMS THE TAXPAYER DIDN’T HAVE TO PAY FOR 


nation-wide attention through maga- 
zines and radio as the “hardest-work- 
ing river in the U. S. A.” We have 
looked over such statistics as we could 
find for the Wisconsin river and com- 
pared with degree of development with 
our own Connecticut river here in 
New England and found that we have 
got them licked. 

The two streams compare very 
closely in most of their natural fea- 
tures. For example, the total length of 
the Connecticut measures 407 miles 
against the Wisconsin’s 430 miles; in 
drainage area the Connecticut river 
watershed has 11,200 square miles and 
the Wisconsin 12,280; in developed 
storage capacity the Connecticut has 19 
billion cubic feet while the Wisconsin 
has 17 billion cubic feet ; and in the mat- 
ter of developed head or fall, the Con- 
necticut river has 593 feet against 624 
feet for the Wisconsin, However, when 
we come to the all-important feature of 
the horsepower rating of the water 
wheels actually installed, the Connecti- 
cut river has 508,000 horsepower 
against only 237,000 for the Wiscon- 
sin. On only one score does the Wis- 
consin river outdistance the Connecti- 
cut river and that is in the number of 
dams. The Wisconsin uses 26 dams on 
its main stream, while the Connecticut 
obtains the much greater horsepower 
from only 13 power dams, Further- 
more, if we add in our 150,000- 
kilowatt Littleton development and its 
159 feet of head, which will be under 
construction before the end of 1952, 
the main stem of the Connecticut 
will have 728,000 horsepower against 
the Wisconsin’s 237,000 horsepower. 


“An example of river development in the Far West is the 
Mokelumne river which flows through the historic Mother 
Lode country of California’s ’49er gold rush fame. 
PG&E began modern development of this comparatively 
small stream in 1929 and since that time the total invest- 
ment, on an original cost basis, including transmission, land, 


con-#he Connecticut river. Mr. Rouner 
ays: 
ty of ) . 
thern Over the past year or so, the Wis- 
consin river has attracted considerable 
re- 
é to 1“Hardest Working River in the Nation.” 
By M. H. Frank. Vol. XLVIII, No. 12, De- 
mentBember 6, 1951, page 817. 
| re- < 
debt 
tage q 
y. 
state 
orva- 
wh d land rights, is $58,000,000.” 
pene and land rights, is $58,000,000. 
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In summary, I would like to say that 
in the Connecticut river we New Eng- 
landers have a stream that is even more 
intensively developed and harder work- 
ing than the famous Wisconsin river, 
which has been heralded as the “hard- 
est-working river in the U.S.A.” Per- 
haps we New Englanders shouldn’t be 
so retiring in allowing our great works 
to go unnoticed to this extent. Both of 
these great rivers can indeed take pride 
in the fact that their development was 
accomplished almost entirely by pri- 
vate enterprise in true Yankee tradi- 
tion. 


M W. KY Ler, vice president and 
* general manager of the Wis- 
consin Valley Improvement Company, 
the company that regulates the flow of 
water in the Wisconsin river, estimates 
that a sum of around $400,000,000 
has been invested in utility hydroelec- 
tric developments and paper-making 
developments utilizing the river power. 
This would be virtually the cost of the 
power plants, including both utility 
operations and paper mill operations. 
It is obvious that the Wisconsin 
Power & Light Company and others 
associated with the project have been 
on their toes in attracting attention to 
what they have accomplished. Within 
the last few years a number of writers 
have visited with Mr. Kyler. A writer 
showing any interest is promptly in- 
vited to Wisconsin to obtain firsthand 
information on the story of this river. 
The Wisconsin Valley Improve- 
ment Company has nine stockholders, 
companies owning 27 power plants on 
the river. They have paid for all of the 
construction costs involved. 
“Everything that a government- 
owned project can do, our project 
does,” says Mr. Kyler, “and, as our fig- 
ures show, does it at a fraction of the 
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cost, and at a financial gain to the pub- 
lic. The real value of the Wisconsin 
plan, outside of the Wisconsin river’s 
drainage area, is as a demonstration 
that the integrated, comprehensive de- 
velopment of an entire river need not 
be a Federal job, and a Federal job 
alone.” 

There are 26 hydro plants located 
on the Wisconsin river. In addition, 
there are three all-mechanical plants. 

Only six undeveloped power sites 
remain, of which four promise a fall 
of 188 feet. As of 1950, the existing 
plants are putting to use more than 60 
per cent of the 1,050-foot fall of this 
river. One of these, Menard Isle, is 
owned by Wisconsin Public Service 
and is now being developed. The same 
company owns two additional future 
sites. 


IX the northern part of New York 
state, the Raquette river, which 
flows into the St. Lawrence, is 
now being further developed by the 
Niagara Mohawk Power Corporation. 
This investor-owned company will 
spend more than $22,000,000 on this 
development, which will add 91,600 
kilowatts of capacity. At present the 
company has nine plants installed 1913 
to 1940 having a total book cost of 
$7,780,000 as of December 31, 1951. 
The Raquette river is described as 
unusually well-suited for hydroelectric 
development. It is 160 miles long and 
has a 1,269-square-mile drainage area. 
The river flows through a narrow val- 
ley and falls 1,388 feet in 91 miles. 
Colton is the largest plant with units 
installed in the period 1918-1928, rated 
capacity being 29,520 kilowatts and 
total book cost $2,600,000. Next 
largest is Sugar Island, installed in 
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Connecticut Hydro Development 


— capability of the present hydro developments of the main 
stem of the Connecticut is roughly 380,000 kilowatts. In addi- 
tion, there are proposed hydro installations totaling 252,000 kilowatts, 
of which 150,000 will come from the New England Electric System’s 
new Littleton development, slated to get under way early in 1953.” 





sacar athe 


1924, with a book cost of $1,240,000. 

Work already has started on the 
South Colton development, the first of 
the five new plants to be built. These 
are: 


Rated Capacity 


Plant Kilowatts 


Blake Falls 
Rainbow Falls 
Five Falls 


| hag of the new stations is designed 
to shut down automatically under 
certain conditions, which include 
failure of generator windings or trans- 
former, loss of excitation, excessive 
voltage or speed, or excessive tempera- 
ture of windings or bearings. Harold 
I. Howell, system project engineer of 
Niagara Mohawk, points out that auto- 
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matic supervisory and semiautomatic 
operation of hydro stations with float 
or clock control of different combina- 
tions are accepted practice on the Ni- 
agara Mohawk system. 

Company with the largest hydro 
plant capacity is Pacific Gas and Elec- 
tric. In second position is Niagara 
Mohawk Power. 

Investor-owned companies operat- 
ing in the state of California have 
added 431,000 kilowatts of new hydro 
capacity since 1945. It is stated* that 
undeveloped hydroelectric power in 
California is not large in relation to 
the rapid growth in demand and, ex- 
cept for a few good sites which soon 
will be developed, the remaining hydro 


2 Address by James B. Black, PG&E presi- 
dent, before the fifth annual convention of the 
National Federation of Financial Analysts So- 
cieties at San Francisco, May 5, 1952. 
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is becoming progressively inferior in 
quality. 

Pacific Gas and Electric has 58 hy- 
droelectric generating plants having a 
gross normal operating capacity at the 
close of 1951 of 1,326,600 kilowatts. 
Including steam, PG&E already has 
doubled its electric generating capacity 
since the end of World War II and by 
the end of 1955 will have nearly 
trebled it. 


rN example of river development in 
the Far West is the Mokelumne 
river which flows through the historic 
Mother Lode country of California’s 
’49er gold rush fame. PG&E began 
modern development of this compara- 
tively small stream in 1929 and since 
that time the total investment, on an 
original cost basis, including transmis- 
sion, land, and land rights, is $58,000,- 
000. Current replacement cost is esti- 
mated at $95,000,000. 

In addition to the benefits to the 
local economy through development of 
the electric power potential, of a water 
resource, there are the collateral bene- 
fits in flood control, irrigation, con- 
servation, and recreation. Additional- 
ly, the stored water, and some canal 
systems which were born in the gold 
rush era, provides domestic water for 
a number of foothill towns and rural 
communities. 

The Mokelumne boasts one of the 
earliest hydro developments in history, 
dating back to 1898. It was the first 
hydro power to reach San Francisco. 
The first plant was destroyed by fire 
and rebuilt in 1902, the latter operat- 
ing continuously until retired in 1950 
after completion of a new plant 
(Electra) built to replace it after the 
end of World War II. 
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The headwaters tributaries of the 
Mokelumne are stored in six PG&E 
reservoirs and finally are merged in 
the company’s Salt Springs reservoir 
(capacity 141,817 acre-feet), located 
35 miles upstream from the final 
power drop. The water from Salt 
Springs, supplemented downstream by 
water from other tributaries, goes 
through four PG&E power plants, one 
of which now is being enlarged. They 
have an aggregate capacity of 206,000 
kilowatts. 

Water then goes into the Pardee 
reservoir, owned by the East Bay Mu- 
nicipal Utilities District (EBMUD), 
to provide 85 per cent of the domestic, 
industrial, and agricultural water sup- 
ply for EBMUD, serving 90,000 
people in the metropolitan Oakland 
area. The district’s daily average water 
demand is 112,000,000 gallons. 

EBMUD has a_ 15,000-kilowatt 
power plant at the Pardee outlet whose 
energy is sold to PG&E for distribu- 
tion over the company’s interconnected 
system. Thus the water of the Mo- 
kelumne goes through five power- 
houses with a total generating capacity 
of 221,000 kilowatts and continues on 
its way, undiminished in flow, to serve 
other purposes. A flow is maintained 
in the stream below Pardee to provide 
irrigation water for farmers along the 
rest of the natural route to the river. 


| rag has larger developments on 
the Pit and Feather rivers. Applica- 
tion was made in April of last year 
with the Federal Power Commission, 
to extend the Pit development in 
Shasta county by the construction of 
two new powerhouses at a total esti- 
mated cost of $45,000,000. These 
would add 144,000 kilowatts of new 
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generating capacity to the PG&E sys- 
tem. Capacity of the Pit river would be 
increased to 440,000 kilowatts. 

Last May PG&E announced plans 
for a projected $114,000,000 program 
on the North Fork of the Feather 
river. At that time, James B. Black, 
president, stated that this program 
would make the hard-working Feather 
the biggest power-producing stream in 
California. 

The new powerhouses, generating 
a total of 364,000 kilowatts, would in- 
crease PG&E installations on the 
North Fork to ten plants with a com- 
bined capacity of 751,800 kilowatts, 
equivalent to a million horsepower. 
This would compare with a combined 
rated capacity of 450,000 kilowatts for 
the Shasta and Keswick power plants 
of the Central Valley project. 


ur to the north, in the Pacific 
Northwest, one company has 
stood out in its campaign for private 
development of natural resources. 
That is Idaho Power. It has had to 
compete with tax-exempt competition 
and has managed to successfully do so. 
The best proof of this is the high in- 
vestor rating of its securities. 

Idaho Power Company has done a 
big job in developing the Snake river 
and aided in the active growth of that 
area, 


Idaho Power has spent nearly $100,- 


000,000 since the end of World War 
II on new facilities, the company’s 
major items being six hydro plants, 
whose added capacity increased its 
power supply by nearly four times 
since the end of the war. 

This company has maintained a rec- 
ord of providing an abundant supply 
of electricity without any rationing or 
shortage. Gilbert L. Stanton, director 
of advertising and publicity for Idaho 
Power, asserts that “this is in direct 
contrast to the situation in the Pacific 
Northwest where Bonneville Power 
Administration has taken over the ma- 
jor responsibility for power supply. 
Severe power shortages have con- 
tinued to plague the area and ration- 
ing has been resorted to although the 
percentage increase in power demand 
on the Bonneville system, since 1941, 
is less than for the Idaho Power sys- 
tem.” 

At present there are 15 plants lo- 
cated on the Snake river, of which two 
small ones are owned by Utah Power 
& Light Company and 13 by Idaho 
Power. More are planned. 

Idaho Power’s plants, starting at the 
farthest upstream and working down, 
are the following: American Falls, 
present capacity 27,000 kilowatts, 
completed in 1927, although predeces- 
sor companies had installations dating 
back to 1902. Twin Falls, capacity 9,- 
600 kilowatts, installed in 1935. Sho- 


e 


utility companies in the United States in the development of 


q “Mituions of dollars have been spent by private electric 


river basins for the benefit of the public but not at public 
expense. These companies have been highly successful in 
meeting the greatly expanded postwar demand for elec- 
tricity and frequently have been called upon to supply 
energy to the much publicized government power areas.” 
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shone Falls, capacity 12,500 kilowatts, 
completed in 1921, although a prede- 
cessor company started it in 1907. 
Clear Lake, capacity 2,200 kilowatts, 
built in 1937. Thousand Springs, ca- 
pacity 7,800 kilowatts, completed in 
1920, started by a predecessor com- 
pany in 1910. This plant is located on 
canyon wall of the Snake river and is 
fed by springs. 


Fe Upper Salmon, capacity 37,000 
kilowatts. Idaho Power installed 
the first two units of 20,000-kilowatt 
total capacity in 1937 and added two 
additional units in a separate plant 
amounting to 17,000 total capacity in 
1947. Lower Salmon, capacity 68,000 
kilowatts, was completed in 1949. 
Lower Malad and Upper Malad, total 
capacity 22,000 kilowatts, completed in 
1948. These are not located on the 
Snake proper but are immediately ad- 
joining it. Bliss, capacity 80,000 kilo- 
watts, completed in 1950. Last year 
there was completed the C. J. Strike 
development with a capacity of 90,- 
000 kilowatts and named after the late 
and widely known president of this 
company. Swan Falls, capacity 12,000 
kilowatts, completed in 1918, although 
the first units were installed by a prede- 
cessor company in 1901. Oxbow, ca- 
pacity 600 kilowatts, was built by a 
predecessor company in 1914. 

There are two Utah Power & Light 
installations. St. Anthony was built by 
a predecessor company between 1906 
and 1909. Utah Power took over the 
plant in 1914, dismantled it, and built 
the present plant which has a capacity 
of 500 kilowatts. The second is the 
Ashton power plant which had an orig- 
inal installation of 1,800 kilowatts and 
which was started in 1913 by a prede- 
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cessor company. Utah Power took 
over the plant in 1924 and raised the 
capacity to its present amount of 5,800 
kilowatts in 1924 or 1925. 

The Oxbow site is where Idaho 
Power hopes to build a plant of 140,- 
000-kilowatt capacity in the near fu- 
ture at an estimated cost of $23,000,- 
000. Application to the Federal Power 
Commission for a preliminary permit 
was filed over five years ago, June, 
1947, and a formal application for 
license for this plant was filed in 
December, 1950. 

No action developed until July, 
1952, when the commission held pub- 
lic hearings on the application in Boise 
and in Baker, Oregon. Technical testi- 
mony, scheduled to be taken in 
Washington last November, was post- 
poned to early 1953. Delay was 
due to the controversy over the 
high dam proposed by the Bureau of 
Reclamation at Hell’s Canyon which, 
if constructed, would flood out the Ox- 
bow and four other low-head dam 
sites which the power company pro- 
poses to build as rapidly as area de- 
mands warrant. 


~~ Power has ambitious future 
plans for development of the Snake 
river. The company anticipates again 
doubling its generating capacity with- 
in the next five years. To do so it would 
construct as many of the low-head 
dams in the Hell’s Canyon area as are 
needed unless prevented by govern- 
ment interference, which might take 
the form of flooding out the low-head 
sites by construction of the high dam 
at Hell’s Canyon, or the withholding 
of licenses for the power plant con- 
struction. 

Due to the fact that a number of 
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Golden Jubilee Plants in Michigan 


— Power Company, in Michigan, has operated hydro 

plants for many years. Some of these plants—all financed with 

investors’ money—were built by predecessor interests in the early 

1900’s. The principal hydros in this company’s system are situated on 

the three largest rivers in the state. These installations consist of a 

series of dams and powerhouses, so located as to assure full use of the 
flow of those streams.” 





companies have developed the Con- 
necticut river basin, what has been 
accomplished is not generally appre- 
ciated. 

The capability of the present hydro 
developments of the main stem of the 
Connecticut is roughly 380,000 kilo- 
watts. In addition, there are proposed 
hydro installations totaling 252,000 
kilowatts, of which 150,000 will come 
from the New England Electric Sys- 
tem’s new Littleton development, 
slated to get under way early in 1953. 

The plants on the tributaries of the 
Connecticut river had at the present 
time approximately 221,000 kilowatts 
of capability with a proposed installa- 
tion of 40,000 kilowatts. 

Thus the grand total for the Con- 
necticut and its tributaries shows a 
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plant capability of 601,000 kilowatts 
as far as present installations go, 293,- 
000 kilowatts proposed for future in- 
stallations, or a grand total of present 
and proposed installations of 894,000 
kilowatts. All of this is being accom- 
plished without government aid. 


_ obtain an idea of what this 
means in relative size, one has 
only to make comparison. If this power 
were entirely produced by a single elec- 
tric system, such a company would 
rank on a par with the Niagara Mo- 
hawk Power Corporation and second 
only to Pacific Gas and Electric, which 
has the largest hydro plant capability 
of any private company in the United 
States. It would be larger than the 
presently authorized electric plant ca- 
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pacity of the Central Valley project in 
northern and central California, which 
will be 625,500 kilowatts. 

Largest installations on the Connect- 
icut river are owned by the New Eng- 
land Electric System, Western Massa- 
chusetts Electric Company, and the 
Holyoke Water Power Company, the 
latter municipally owned. Tributaries 
with the largest hydro capacity include 
the Deerfield and Westfield rivers. 

Connecticut river basin kilowatt ca- 
pacity statistics as to capability in- 
stalled or proposed are shown below. 

Tributaries of the Connecticut river 
number thirteen. 


Fairs utility company that is ex- 
panding in the Northwest is Pa- 
cific Power & Light Company. This 
company had under construction a sec- 
ond hydro plant on the Lewis river in 
the state of Washington. Known as the 
Yale project, this was slated for com- 
pletion last fall at a cost of $30,000,- 
000. New generators were recently put 
on the line with capacity scheduled to 
be 108,000 kilowatts. 

Last July Pacific Power & Light ap- 
plied to the Federal Power Commis- 
sion for preliminary permits to inves- 
tigate two new hydro sites on the 
Lewis river above the Yale project and 
above the 100,000-kilowatt Merwin 
project. The new sites have an esti- 
mated potential of 85,000 kilowatts. 

Tentative plans as outlined in this 
application called for a 50,000-kilo- 
watt installation at a site on Swift 
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Creek and a 35,000-kilowatt develop- 
ment at a site on Muddy river, 12 miles 
farther upstream. Should these devel- 
opments prove to be feasible the addi- 
tional reservoir storage would increase 
the power output of both the Merwin 
and the Yale plants. 

The proposed plants would give Pa- 
cific Power & Light a total of 501,000- 
kilowatt peak-load operating capacity 
on the Lewis river, or approximately 
the equivalent of a Bonneville dam, 
Paul B. McKee, president, has pointed 
out. Construction cost estimates of the 
new projects will await site studies, In- 
cluding the Yale project, the postwar 
construction expenditures of the com- 
pany will total $75,000,000, money 
contributed by investors and not tax- 
payers. 


Berg are numerous other exam- 
ples of private company river de- 
velopment throughout the United 
States. 

Consumers Power Company, in 
Michigan, has operated hydro plants 
for many years. Some of these plants 
—all financed with investors’ money— 
were built by predecessor interests in 
the early 1900’s. The principal hydros 
in this company’s system are situated 
on the three largest rivers in the state. 
These installations consist of a series 
of dams and powerhouses, so located 
as to assure full use of the flow of 
those streams. 

On the Au Sable river, in northeast- 
ern Michigan, six plants have a com- 
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Main River Tributaries Total 
PU WEI hiv dcdncdnnvadeds 368,170 175,948 544,118 
PE oe ee in ccsnseamebwn 11,626 45,710 221,658 
Proposed developments ....... 252,500 40,300 292,800 
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bined capacity of 41,000 kilowatts. In 
the western part of the state, four 
plants on the Muskegon river develop 
47,250 kilowatts, and two plants on the 
Manistee river account for another 
38,000 kilowatts. The balance of a 
total hydro capacity of 156,107 kilo- 
watts comes from numerous small 
plants on various streams throughout 
the state. 

As a pioneer in hydro development 
in the Middle West, this investor- 
owned utility company has done a 
practical job in putting river resources 
to beneficial use for the people in the 
cities and rural sections of outstate 


Michigan, which is its service area. 
This includes practically all of the 
state except Detroit and its environs. 

A large interstate development is 
that located on the Susquehanna river. 
In Pennsylvania, Metropolitan Edison 
Company operated a 28,800-kilowatt 
plant and Safe Harbor Water Power 
Corporation one of 297,500. Farther 
down river in Maryland is the 378,000- 
horsepower Conowingo plant, owned 
by Philadelphia Electric Company and 
Susquehanna Power Company. New 
York State Electric & Gas Corpora- 
tion has a small plant of 3,160 kilo- 
watts at Colliers in New York state. 


Part II of this article will appear in the next issue of the FoRTNIGHTLY. 











The R6le of Government 


— rational limits, governmental spending at Fed- 
eral, state, and local levels can play a legitimate and 
useful rdle in stabilizing employment. There is a genuine need 
for new highways, schools, hospitals, and other public works to 
an aggregate value of tens of billions of dollars, It would be 
logical and proper for such genuinely needed but postponable 
projects to be timed in such a way as to take up any slack 
created by a decline in other types of demand. 

“The principal danger—and it is a grave danger—is that 
employment policy will overreach itself and try to achieve the 
impossible. Maximum employment need not and should not 
mean overfull employment, such as is witnessed at a time of 
war, quick rearmament, or business boom. Some unemploy- 
ment there must always be, even in booms, and at some times 
there will be more than at others. Wise policy will recognize 
this necessity and aim at the maximum employment attainable 
by the use of measures that promote instead of endanger the 
long-term welfare of the economy. Insistence upon Utopia can 
end only in inflation, regimentation, or both.” 

—EDITORIAL STATEMENT, 
The Guaranty Survey, published by Guaranty 
Trust Company of New York. 
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in the Northeast 


The traditional New England attitude of paying 
one’s own way and running one’s own affairs is well 
illustrated in the controversy over a proposed Fed- 
eral power development in that region. Here is an 
analytical report on the Yankee reaction to the idea 
of tying its power supply to Federal apron strings. 


By LINCOLN SMITH* 


R two decades New Englanders 
have warded off national power 
policies. Today this is the only 

major region in the United States 
without Federal multiple-purpose 
projects and, except for scattered mu- 
nicipal plants, without public power. 
State political leaders, regulatory offi- 
cials, and utility and business execu- 
tives have stood shoulder to shoulder 
in a joint enterprise which has kept 
the development and administration of 
hydroelectric resources under local 
autonomy. 

The reaction of the Northeast to the 
present survey by the New England- 
New York Inter-Agency Committee 
gives the arguments which have been 
used to achieve the regional objective. 
The political and economic philoso- 


*For personal note, see “Pages with the 
Editors.” 
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phies which motivate the Northeast in 
its struggle to maintain its traditional 
“home rule,” particularism, independ- 
ence of spirit, and private enterprise 
are of national interest. They have pre- 
vailed in the Northeast largely because 
of the intensity of public opinion and 
leadership, and because private indus- 
try has been both active and vigorous 
in expanding its power capacity on its 
own initiative. 


Sh precursor to this article, “A 
New Regionalism in Regulatory 
Administration,” which appeared in 
the last issue of Pusiic UTILITIES 
ForTNIGHTLY, suggested several basic 
postulates the new administration will 
embrace in power policy. It showed 
that future emphasis will be on private 
and not public power; that where 
Federal assistance does occur, it will 


476 





il 
4 


= Fs ea lhe 


POWER IN THE NORTHEAST 


be on a partnership with the states and 
private owners; that regional decen- 
tralization will stress local option and 
control; and that future regional plan- 
ning will favor state and local levels 
of government and the economic 
rather than the political approach. This 
sequel purports to give a close-up of 
thinking in the Northeast which has 
been contrary to national power poli- 
cies for the last twenty years, but 
which apparently is at last harmonious 
with anticipated new national policies. 
The dissenting minority opinions of 
the Northeast now promise to become 
controlling national policy by virtue of 
the 1952 elections. 

Northeastern thought is by no 
means unanimous on these issues. At 
the risk, even at the necessity, of over- 
simplification, this article attempts to 
give a report and an analysis which 
seems to this observer to approximate 
modal thought. It is intended as a de- 
scription and explanation; not neces- 
sarily as a justification. 


| genre thinking is best shown by 
the testimony at the NENYIAC 
hearings ; the report of that committee 
is scheduled to be completed by June 
of next year. Opposition is based on 
the form, method, and scope of the 
survey. It has been construed generally 
as a movement to impose public power 
on the region. The really incisive ob- 
jection is simply that the Northeast 
wants to control its own power des- 
tinies and resources development with- 
out Federal intervention. 

The survey is alleged to be bureau- 
cratic in form and origin, Although 
authorized under the Flood Control 
Act of May 17, 1950, Congress has 
made no appropriation for the survey, 


except to the Army Engineers, and 
even here Congress has not appropri- 
ated all the money estimated as neces- 
sary to cover the cost of the Army’s 
part of the survey. Other Federal 
agencies are performing their part of 
the work with funds from their gen- 
eral appropriations. States are fur- 
nishing funds and personnel in vary- 
ing amounts. Two attempts to obtain 
congressional appropriations for the 
Department of the Interior availed 
nothing, but Interior set up a New 
England office for the study by using 
other funds. 


6 iw method used by the commit- 
tee was well stated by Colonel 
Benjamin B. Talley: 

The interagency approach to solv- 
ing river basin problems is producing 
important results. This approach in- 
vites co-operation and teamwork, It 
mobilizes state and local interests as 
partners with the Federal government 
and invites the attention of experts in 
all fields, Furthermore, such an ap- 
proach is in the American tradition. 
No other plan pools so well the best 
experience and thinking of our best 
— concerned with the same prob- 
ems. 


But the degree of state influence is 
vague. President Truman requested 
state participation in setting up the 
committee. Each governor in New 
England and New York appointed a 
delegate, but state representation at the 
hearings has lacked some consistency 
and has also changed with the political 
climate. The states can observe and 
participate, but only the Federal agen- 
cies on the committee can vote. 





1 Unless otherwise noted, all quotations in 
this article are from testimony offered at the 
various meetings and hearings of the New Eng- 
land-New York Inter-Agency Committee. 
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N™ York is not entirely enthusi- 
astic about the scope of the 
agenda. Pollution problems relating to 
New York harbor which are covered 
by the Interstate Sanitary Commission 
have been carved out of the study. 
Under the geographic scope of the 
survey, those parts of New York in the 
Allegheny, Susquehanna, and Dela- 
ware river basins and the Hudson river 
south of Putnam county were excluded 
by some of the study and report 
groups. John E. Burton, chairman of 
the New York Power Authority and 
state representative on the committee, 
remarked about the exclusions as fol- 
lows: 

When I pledged New York’s full but 
watchful co-operation to the New Eng- 
land states and the Federal agencies 
toward the end that fullest state re- 
sponsibility would be observed in the 
preservation and development of our 
natural resources, I jokingly stated 
that we would also be watchful as to 
why New York was being annexed to 
New England. Are we now to have 
part of our state annexed to Ohio, 
Pennsylvania, and New Jersey? ® 


New York representatives have ex- 
pressed a paramount interest in the St. 
Lawrence project. Governor Thomas 
E. Dewey hoped that an exchange of 
views between representatives of New 
York and New England would result 
in “the political support of the repre- 
sentatives of the New England states 





2 Letter to Colonel F. F. Frech, NENYIAC, 
Albany, New York, March 14, 1951. 


in the development of the St. Law- 
rence and in our right to develop the 
Niagara.” He referred to this project 
as “the largest undeveloped water sup- 
ply in the North American continent.” 
New York is willing to share the 
power with its neighboring states. 


ae below are clear and highly 


pertinent statements made by re- | 


sponsible New England leaders. These 
represented their opinions at that time; 
in all cases they were made before the 
1952 elections. The belief that the pur- 
pose of the NENYIAC was an at- 
tempt to bring public power to the 
Northeast was well expressed by Al- 
bert A. Cree, president of the Central 
Vermont Public Service Corporation, 
and by John E. Burton, chairman of 
the New York Power Authority. Mr. 
Cree: 


A large part of the talk and discus- 


sion has been Federal government | 


propaganda from Washington slanted 
to soften us up for invasion by the 
forces of the Federal public power 
trust... . There is no doubt whatever 
that a drive to bring Federal public 
power to New England is on. It has 


been on with full steam ever since the | 


President in his State of the Union 
message to Congress in January, 1950, 
lamented the fact that New England 


had no Federal power developments | 


within its borders and called for a sur- 
vey to see what might be done to im- 
prove our condition. The people of 
New England do not share President 
Truman’s lament, They are independ- 


ent and proud and self-reliant and | 


Today this is the only major 


“For two decades New Englanders have warded off 
national power policies. 


region in the United States without Federal multiple- 
purpose projects and, except for scattered municipal plants, 


without public power.” 
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want no Federal government handouts 


natural water resources should be de- 


“i with the accompanying controls from veloped to their fullest extent for the 
the Washington that go with Federal pub- best interest of Massachusetts, its citi- 
ect lic power? zens, and industries, but if ig ange 
up- ; or controls are necessary to meet the 
ne Mr. Burton: problem, they should be handled by 
h I think that the Federal government Massachusetts in co-operation with 
ihe is set, some agencies of the Federal other New England states which may 
government are set, to take over the be concerned, but without resort to the 
natural resources of our area. Some- Federal government, 
hly times it is done under the disguise of 


Before his elevation to the United 


re- | fiver basin development. In the case ‘ 
States Senate, Governor Frederick G. 


of New York and New England, it 





~ cannot be done on that basis, because Payne of Maine told the committee the 
= we are not in the same river basins. development job can and will be done 
the So it is being done under the disguise by private industry. William F. Wy- 
ur- of a regional development ; a regional : : 

voll government. man, president of the Central Maine 
“" Power Company, assured the commit- 
AL HE opinion has been expressed tee that Maine’s utilities and industries 
mer many times that the Northeast is Will be able to meet all foreseeable 
Qn, capable of solving its own power prob- POWEr needs without government help. 
of | lems. In the words of Avery R. Schil- “This should be a satisfactory an- 
tr. || ler, president of the Public Service SWer, he said, “to those who believe 





] Company of New Hampshire: in the private enterprise system and 


i , ; ., Who are concerned over the excessive 
I believe an honest appraisal will 


“A | show that the power needs of New spending, taxation, and control on the 
ed | England have been, are being, and will part of the Federal government which 
ro | be well cared for by the investor-owned an opposite course would entail.” 

es utilities despite the severe handicaps of On the matter of electric rates, Mr. 
ves heavy taxation and the tendency to- Wyman said that if his company had 


ward planning at the Federal level. I 
also believe sincerely that I interpret 
“a the feelings of the majority of the peo- 

ple of New Hampshire when I say that 


received the same tax treatment as the 
TVA did in 1951, Central Maine could 
have reduced customers’ bills 21.7 per 


on . , " ; 

‘0, they prefer to work out their own des- cent without reducing net earnings one 
at tinies rather than leave future planning penny. On this same point it is sig- 

and construction to the Federal gov- —. 

its paved nificant that 23.1 per cent of the 1951 
ail ; _.. revenue dollars of the Boston Edison 
- Edwin A. Seibel expressed it this Company went for taxes, the second 
oO ; ‘ : : : 

— ew highest category of its expenditures. 
d- The Holyoke Taxpayers Associa- Thus, the business-managed utilities 
nd | tion is of the firm conviction that all have contributed tax money toward a 


8 “What Are the Power Needs and Resources rival and competing system. 


of New England?” Speech given by Mr. Cree 
at the Curriculum Laboratory in Economics 
Education, University of Connecticut, Storrs, 
Connecticut, August 16, 1952. 

4 Address before the joint meeting of the 
Vermont legislature, Montpelier, Vermont, 
April 4, 1951. 


N™ ENGLAND wants its planning 
done at the grass roots. Presi- 
dent Howard J. Cadwell of the West- 
ern Massachusetts Electric Company 
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Shopping for Regulation 


epee companies have been chided for demanding state control 

in order to escape strong regulation by the national govern- 

ment. Their critics remember the era when the national regulatory 

movement was in its infancy and relatively ineffective. Then industry 

in general clamored for national as opposed to state regulation. It is 

common practice, however, for litigants to invoke Federal or state 
law, whichever appears more favorable to their side.” 





holds the view that the power phase of 
the feasible multipurpose projects in 
New England is not large enough to 
noticeably influence the cost of power. 
“But it is obvious that other river- 
basin improvement and conservation 
factors are of great consequence to our 
economy. I would certainly feel that a 
partnership between private enterprise 
and government in the field of re- 
source development is greatly to be de- 
sired—with New England people oc- 
cupying a dominant rdle in the plan- 
ning.” ° 


HE central themes at the state 

NENYIAC hearings have been 
that the states should jointly work out 
their own power problems, that Fed- 
eral participation should be limited to 
research and guidance, and that devel- 
opment should be under private initia- 


5 Letter to Dudley Harmon, executive vice 
president, New England Council. Springfield, 
Massachusetts, August 29, 1951. 
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tive. Only when the states are unable 
to meet the situation or when the 
country as a whole will receive unusual 
benefits is Federal action justified. 
These tenets correspond to the general 
principles of Republican political phi- 
losophy on resources policy as outlined 
in the previous article. 

Opinion at the hearings has been 
close to, but not quite, unanimous, even 
among the states. Some of the dissents 
have been expressed by leaders chosen 
in one way or another under Demo- 
cratic auspices. It is significant that in 
the last two decades the Democratic 
party, the old states’ rights party, be- 
came the champion of centralization; 
while the Republicans, former propo- 
nents of a strong central government, 
were maneuvered into the original 
position of their opponents. The issue 
is whether the focal point in the chain 
of command should be located toward 
the top or toward the bottom in the 
Federal system. 
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POWER IN THE NORTHEAST 


ppamanene at the hearings has 
not been representative. For the 
most part only those immediately con- 
cerned have appeared, although all 
who want to be heard have been wel- 
come. In general, representatives of 
business, industry, and utilities have 
testified along with state officials, with 
occasional spokesmen for labor, rural 
co-operatives, and a few individuals 
representing themselves. On the other 
hand, it would be extremely difficult, 
if not impossible, to obtain a truly rep- 
resentative group ; and testimony from 
those only remotely concerned or with- 
out real convictions would be both list- 
less and valueless. 

While New England power compa- 
nies have been arguing against na- 
tional development and control, they 
also have been taking positive action 
to prevent it. A 30-year expansion pro- 
gram at a cost of $3 billion under pres- 
ent level of prices will quadruple the 
region’s power-generating resources 
by 1975. Both steam-generating and 
water-power installations are included 
in the program which was started in 
1945. In the first seven years the power 
supply was increased by 62 per cent 
in the six states; by 1955 it will be 85 
per cent.® 

Because most of New England’s 
hydro is peak power, limited to short- 
hour use, extensive steam capacity is 
required to supplement water power to 
supply the demand for firm power. 
New England rivers lack the water ca- 
pacity of Grand Coulee and Bonne- 
ville. Land areas, rivers, and rainfall 
here are much smaller. New England’s 
five largest rivers drain water from 





6 New England News Letter, Boston, Octo- 
ber, 1952, page 18. 


only 20,800 square miles, compared to 
169,000 square miles drained through 
Boulder dam and 227,000 for the 
Bonneville project. Such federalized 
areas as the TVA and the Pacific 
Northwest, which are much younger 
in their regional development and 
economy, are already resorting to 
auxiliary thermal capacity. In the 
TVA system alone, fuel plants are in 
operation, building, or planned, hav- 
ing a total rated capacity greater than 
the total fuel-burning capacity of all 
the electric utilities in New England. 


 * jnannage ingenuity and leadership 
have contributed to technological 
progress and innovation. The first pio- 
neering installations in modern elec- 
tricity-generating machines, the gas 
turbine, are now being tried experi- 
mentally in Maine and Vermont. Ver- 
mont has had some practical experi- 
ence with the use of air turbines.’ 
Maine has plans for harnessing the 
gigantic tides in the Bay of Fundy to 
create a huge bloc of electricity at the 
Passamaquoddy project, which, from 
an engineering standpoint at least, is 
both practical and feasible.® 

Note has been made that the testi- 
mony at the NENYIAC hearings was 
given before the 1952 elections. What 
result the changed political horizon 
will have upon the forthcoming report 
is a matter of conjecture. Of course a 
great deal can happen between now 
and June, 1954. Some observers feel, 
however, that the chances of the re- 


7 Palmer C. Putnam, Power from the Wind, 
New York (1948). 

8 Lincoln Smith, “Tidal Power in Maine,’ 
Journal of Land Economics, August, 1948; 
‘Quoddy Tidal Power for New England and 
New Brunswick?” Pusiic Utitities Fort- 
NIGHTLY, Vol. XLV, No. 6, March 16, 1950, 
page 333, 


? 
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port being deliberately phrased and 
slanted for political usage are not so 
great now as they were when the com- 
mittee was originally established. 

But many New Englanders remem- 
ber their participation at the hearing 
before the President’s Water Re- 
sources Policy Commission at Spring- 
field, Massachusetts, in July of 1950, 
where their testimony had little effect 
on the outcome of the report. This 
time they are making their points more 
vociferously and in greater volume. If 
this report does not conform to, or at 
least recognize, local sentiment, the 
states will be in a position to submit a 
dissenting report on their own initia- 
tive and responsibility. 

It is an injustice, however, to the 
personnel of the committee to attribute 
motives to the voting members. As a 
fact-finding and planning agency, it 
has an opportunity to make a positive 
and continuing contribution to water 
resources policy of the Northeast. A 
judicious report which does not pur- 
port to be a master plan and which 
does not conform to preconceived no- 
tions, and one which outlines alterna- 
tive proposals and policies to be ac- 
cepted, modified, or rejected at local 
option would be a help to all concerned 
and might alleviate some state, re- 
gional, and national conflicts. 


Whereas the report of the Presi- 
dent’s Water Resources Policy Com- 
mission was nation-wide in range, but 
limited in study time, the present com- 
mittee will have over three years to 
prepare a report limited to one region. 
This geographical limitation should 
increase the depth and trenchancy of 
the study. Regional opinion seems 
bound to count in a report prepared 
for and limited to that area. The re- 
port will not follow the 1952 election 
returns ; the integrity of the personnel 
of the committee excludes such a possi- 
bility. The only concluding observa- 
tion that can be offered is that a plan- 
ning agency is staffed by experts and 
specialists chosen by other men whose 
positions were obtained in the Ameri- 
can political process. That process is 
flexible, and in one way or another the 
results obtained eventually reflect 
changes in the climate of political 
opinion. 


em companies have been chided 
for demanding state control in 
order to escape strong regulation by 
the national government. Their critics 
remember the era when the national 
regulatory movement was in its in- 
fancy and relatively ineffective. Then 
industry in general clamored for na- 
tional as opposed to state regulation. 


e 


“Ir ts probably impossible to present an objective analysis 
on the question of public vERsus private power, because 
many of the arguments simmer down to rationalization 
based on emotional preconception. But, in general, New 
Englanders do not want to participate in great collective 
enterprises. Their history, cultural heritage, political insti- 
tutions, and the innate nature of the people amalgamate into 
a preference for self-government at the local level.” 
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POWER IN THE NORTHEAST 


It is common practice, however, for 
litigants to invoke Federal or state law, 
whichever appears more favorable to 
their side. “Excessive” regulation or 
“unfair” competition will cause indus- 
try to seek relief at either level of 
government. 


oe or state regulation is 
prescribed by law and is not a 
matter of choice, except to the extent 
that in free government voters partici- 
pate in the political process which 
makes and alters policy. New Eng- 
landers, who believe that their strength 
lies in the democracy of their town 
meetings, are strong advocates of local 
autonomy. They are self-reliant and 
confident in their ability to control the 
charters of their utility corporations, 
regulate them, and hold the corpora- 
tions to accountability through local 
political institutions. This they prefer 
to national planning and control. In- 
stead of a formalistic, impersonal, and 
regimented national control, they pre- 
fer local autonomy, where local value 
judgments and policy judgments can 
be made to count. New England has 
not been willing to pay the price for 
Federal largess. 

Some of the current opposition to 
national control of power resources 
can be explained in part by early laws 
which perpetuate custom, self-contain- 
ment, and environmental determinism. 
Northern New England laws are al- 
most unique on littoral rights by vir- 
tue of the Great Pond Ordinance of 
1642. The Massachusetts Mill Act, 
1713, which gave the owner of a dam 
site who first utilized it liberal privi- 
leges to develop water power as private 
property, has influenced water law 
throughout New England. Riparian 


rights were thus slanted in favor of 
vested interests. The great weight of 
history has helped to intrench riparian 
owners in their legal rights in New 
England. This is in contrast with the 
western concept that running water is 
an asset of society which is not subject 
to private appropriation except under 
regulations that protect the general 
interest.® 


HE election results in northern 

New England show that a con- 
servative philosophy prevails. Repub- 
lican Governor Christian A. Herter of 
Massachusetts made a budgetary ref- 
erence to the dangers of imposed Fed- 
eral standards. That was quite a con- 
trast with his predecessor, Governor 
Paul A. Dever (Democrat), who 
claimed at the Springfield hearing in 
1950 “that states’ rights may be fully 
protected, while the Federal govern- 
ment acts to afford these states the 
benefits of a unified approach and a 
basis for common advantage.” 

The 1950 and 1952 elections in Ver- 
mont were victories for the conserva- 
tive wing of the Republican party, the 
antithesis to a liberal movement of a 
few years previous which centered 
about former Governor Ernest W. 
Gibson. Power was an issue, but not a 
major one in the Maine elections. Gov- 
ernor Burton M. Cross won an over- 
whelming victory. He is a strong be- 
liever in states’ rights and in keeping 
government dispersed and at the local 
level as far as possibie. He is a staunch 
advocate of hydroelectric development 
under private auspices, and is also in 
favor of the Passamaquoddy project. 

8Lincoln Smith, “The Proposed Develop- 


ment Authority Compact for New England,” 
Political Science Quarterly, March, 1951. 
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HE big question now is whether 
New Englanders have been un- 
duly and unwisely reticent in not hav- 
ing accepted an available share of Fed- 
eral funds, or whether the record of 
self-abnegation and frugality entitles 
the region to a position of moral lead- 
ership in the country. Professor Sey- 
mour Harris of Harvard University 
and the Committee on the New Eng- 
land Economy have recently branded 
New England as a “sucker” for not 
grabbing a bigger share of Federal 
funds. The other view was expressed 
by Lawrence F. Whittemore, president 
of the New England Council, who, in 
his “New England Credo,” took the 
position 
That the region’s resolute refusal to 
seek special privilege and unfair re- 
gional subsidy, and its awareness of the 
potential dangers to freedom inherent 
in such dependence, have placed it in 
a position of leadership far beyond that 
which is expected because of its geo- 
graphical size and population.’ 


The Boston Herald editorially sup- 
ported the Whittemore view, and 
thinks New England should gladly ac- 
cept the leadership to which it is en- 
titled for its record “under the recent 
giveaway administrations” : 


New England has long been handi- 
capped because the Federal govern- 
ment took more out of the region in 
taxes than it returned in benefits, At 
best, so long as ours is a relatively 
high-income area, this differential can 
only be whittled down. The question is 
whether we should whittle it down by 
taking more money from Washington 
or by persuading Washington to take 
less from us. In the climate of the 
middle-of-the-road national adminis- 





10 Boston Herald, January 27, 1953. 


tration the latter would seem to be by 
far the more grateful course.™ 


. is probably impossible to present 
an objective analysis on the ques- 
tion of public versus private power, 
because many of the arguments sim- 
mer down to rationalization based on 
emotional preconception. But, in gen- 
eral, New Englanders do not want to 
participate in great collective enter- 
prises. Their history, cultural heritage, 
political institutions, and the innate 
nature of the people amalgamate into 
a preference for self-government at 
the local level. Governor John D. 
Lodge of Connecticut told the com- 
mittee: 

We, in New England, frequently are 
accused of carrying to extreme on oc- 
casion our traditional independence of 
spirit. That is true, yet it is this very 
tribute which has enabled us, despite 
our relatively meager natural re- 
sources, to build here a prosperous 
economy and a civilization of inspiring 
and enduring worth. 


New Englanders are said not to be 
original thinkers. They have been 
called stubborn, behind the times, and 
supporters of an unwise economic pol- 
icy. New Englanders simply dismiss 
such classification as presumptuous. 
Their convictions are strong; their 
motivation sometimes puts rugged in- 
dividualism ahead of pecuniary de- 
signs. Only under a Federal system 
with its dual division of powers can 
this individualism be nurtured; only 
in the laboratories of the “insulated 
chambers of the states” can a persistent 
minority policy prevail. 





11 “Against the Tide,” January 29, 1953. 
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Transit Operating Ratio— 
Another View 


The relatively small investment of transit utilities in relation 

to high operating costs and sensitiveness to inflationary trends 

has made the transit industry consider the advisability of basing 

rates on operating ratios rather than return-on-rate base. But 

there are legal and equitable objections to this proposal (which 

has been favorably discussed in an earlier article), which are 
analyzed here. 


By LAURENCE S. KNAPPEN* 


freight and passenger, has, for 

some years now, been cultivat- 
ing the idea that an operating ratio 
should be substituted for the conven- 
tional fair rate of return on the net 
investment as a standard in determin- 
ing just and reasonable rates. 

Ratios sought or approved have 
included such ratios as 84.58 per cent,” 
90 per cent,’ and 93 per cent.* The 
Interstate Commerce Commission has 
appeared to favor an operating ratio 
of about 93 per cent.* Such a spread 
in the ratios used and such a departure 
from the conventional rate-making 
methods may warrant a closer look at 
the relative newcomer. 

Just what is the operating ratio? 
The answer is extremely simple, at 


, \HE local transportation industry, 





*For personal note, see “Pages with the 
Editors.” 


first sight. It is the percentage that 
the direct operating expenses bear to 
the operating revenues.® 

However, the operating ratio is not 
so simple in actual practice; many 
questions may, and do, arise as to 
what expense items should be in- 
cluded. More clarity and uniformity 
as to just what expenses are included 
and which ones are excluded in the 
companies’ requested operating ratios, 
and in the figures used by the com- 
missions in arriving at the operating 
ratios which they finally approve, 
would be an improvement over 
present practice. 


Its Convertibility into Rate of Return 


WE a particular utility’s operat- 
ing revenues and its net invest- 
ment are known, then its operating 
ratio, whether before or after income 
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taxes, can be precisely converted into 
a rate of return percentage. That is to 
say, every operating ratio is equivalent 
to some rate of return, and, once the 
operating ratio is applied to the oper- 
ating revenues, the net operating 
revenue remaining for a return upon 
the investment can be computed as 
a rate of return by dividing such 
net operating revenue by the net 
investment. 

The operating ratio method may 
hide the rate of return actually being 
allowed, and may even result in a rate 
of return which “It is not conceivable 
that any commission which talks the 
traditional rate base-fair return lan- 
guage would allow,’® as stated re- 
cently in the FoRTNIGHTLY. However, 
such concealment will not destroy the 
fact as to the rate of return being 
allowed, and the rate can always be 
computed. 


Claimed Advantages and Justifications 
Of the Operating Ratio 


ts is claimed that the operating ratio 
gives better protection against the 
volatile earnings said to adhere to the 
motor transportation industry than 
the use of the rate of return method. 

Since every operating ratio is 
equivalent to some rate of return, it 
can only provide better protection if 
it gives a higher rate of return than 
is given by the more conventional 
method. That is, it cannot be the 
method, as such, but the number of 
dollars provided, of course, that gives 
the protection. 

It is unquestionably true that a 
higher rate of return will give better 
protection to the owners of a business 
than will a lower return. But that 
fact alone does not justify the use of 
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the operating ratio with its customar- 
ily (though not necessarily) higher 
rate of return. The rates are sup- 
posed to be reasonable, both as to the 
public and as to the owners. But if 
the rates are to be reasonable, the pro- 
tection afforded the owners, which is 
one of the primary factors in setting 
the rates, must be no more than 
reasonable. 

Assuming that “better protection” 
were the only test, then there would 
be no stopping the raising of the rates 
short of the point at which the indus- 
try would itself voluntarily forego 
any further increases; i.e, the 
monopoly-price level. That is to say, 
the regulatory commission would be 
in the position of abandoning all rate 
regulation. At that point the investor 
interest would have maximum protec- 
tion, but the patrons would have 
minimum protection. 

If the practical effect of the use of 
the operating ratio would be to allow 
a rate of return of 19.8 per cent, and 
if an advocate of the method, himself, 
says “it is not conceivable that any 
commission which talks the traditional 
rate base-fair return language would 
allow such a return,’” then it would 
seem that the rate is being secured by 
indirection. 

Does such action not begin to 
violate the principle enunciated by the 
United States Supreme Court that a 
public utility “has no constitutional 
right to profits such as are realized or 
anticipated in highly profitable enter- 
prises or speculative ventures” ?® 
(Emphasis added.) 


| is also claimed that the operating 
ratio method facilitates the acquisi- 
tion, among other things, of “new or 
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improved terminals, depots, and other 
accouterments to provide convenient, 
safe, and rapid service.’”® 

Similarly, the Alexandria, Barcroft 
& Washington Transit Company, be- 
fore the United States District Court, 
Alexandria division, in County Board 
of Arlington v. United States of 
America, 103 Fed Supp 607, con- 
tended, “The earnings of a motorbus 
operator must, therefore, be adequate 
to enable it to provide needed equip- 
ment and facilities so long as it is 
unable, as a member of the motorbus 
industry, to attract the needed capital 
funds from other sources.” 

That is to say, the riders through 
the rates of fare are to supply the bus 
company’s capital, not just the annual 
carrying charge thereof. Such cus- 
tomer contributions are known as 
“Contributions in Aid of Construc- 
tion” in the case of electric, gas, and 
telephone utilities, and those utilities 
are not customarily permitted to use 
contributions as part of their rate 
bases. 

The bus companies’ use of the 
operating ratio to pay for their capi- 
tal facilities is a device that compels 
the riders to provide the property used 
and useful in their own service. Why 
should the riders donate property to 
add to the wealth of the bus com- 
panies? Or, if they provide it, why 
should they pay rates that will provide 
a return on their own property? Why 


should they, where they have fur- 
nished the capital, provide a mar- 
gin over and beyond the operating 
expenses, including the wages of 
management ? 


HE operating ratio has been said 

to be “a more accurate gauge” of 
the revenues a transit company should 
be allowed than was the old rate of 
return.” 

And it is also said to have the 
advantage of simplicity with no more 
battles over “prudent investment” 
versus “reproduction cost” or de- 
preciation methods, or accounting for 
extraordinary obsolescence. “All that 
a commission now need do is examine 
the operating expenses to make sure 
they are reasonable, and then deter- 
mine the operating ratio which will 
give the company the required margin 
between expense and revenue.’’” 

But how does one determine what 
is the “required margin between ex- 
pense and revenue”? Where are the 
tests to aid one in determining just 
what the required margin is? 

The gauge seems to be a little defec- 
tive. The reader may be reminded 
of Justice Jackson’s feeling of being 
all at sea, as expressed in his dissent 
in the Hope Case, where he wrote: 
“We need not be slaves to a formula 
but unless we can point out a rational 
way of reaching our conclusions they 
can only be accepted as resting on in- 


= 


“' . . every operating ratio is equivalent to some rate of 
q return, and, once the operating ratio is applied to the operat- 
ing revenues, the net operating revenue remaining for a 
return upon the investment can be computed as a rate 
of return by dividing such net operating revenue by the 


net investment.” 
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tuition or predilection. I must admit 
that I possess no instinct by which to 
know the ‘reasonable’ from the ‘un- 
reasonable’ in prices and must seek 
some conscious design for decision. 

“The court sustains this order as 
reasonable, but what makes it so or 
what could possibly make it otherwise, 
I cannot learn.” 

Just so. And what makes a 93 per 
cent, or a 90 per cent, or an 84 per 
cent ratio reasonable? Where is the 
demonstration? The author of the 
ForRTNIGHTLY article just referred 
to,"* immediately after delineating the 
accuracy, economy, and simplicity of 
the operating ratio method, continued 
in the very next paragraph, “It is un- 
fortunate that the decisions to date 
offer rather little guidance as to the 
operating ratio which transit com- 
panies should be allowed.” Thus we 
have gotten exactly nowhere in our 
search for the “required margin,” 
which is the compelling problem fac- 
ing all regulatory commissions that 
try to use the operating ratio method. 


SB Sew reason for the predicament is 
easily found. No one is able to 
say what operating ratio would be fair 
to both the ratepayers and to the own- 
ers and operators of the utility because 
there is no standard. There is nothing 
in the way of a guide in a figure of 
96 per cent, or 92 per cent, or any 
other percentage, standing alone. 
The more or less conventional 6 per 
cent or 7 per cent rate of return on the 
net investment meant something, 
since it indicated to everybody what 
the invested capital at risk would earn 
in the given field of employment, and 
this rate could be compared by the 
regulatory bodies and by the public 
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with what they knew was being 
earned in other areas. It could be 
compared with the yields being re- 
corded in the securities markets as the 
result of the free and independent 
action of willing lenders and willing 
seekers of capital. 

On the other hand, the operating 
ratio, whether 96 per cent or any other 
per cent, indicates nothing as to the 
rate being earned on the money at risk 
in the enterprise, nor can it be related 
to comparable ratios in other areas of 
public utilities, or even nonutilities. 
There simply aren’t any such conven- 
tional ratios in other fields. The public 
does not recognize as appropriate any 
particular operating ratio for other 
utilities or business. Nor is there any 
independent market record of trans- 
actions that can be used to test in any 
way the propriety of the operating 
ratio figure used. It has to “be 
accepted as resting on intuition,” to 
use Justice Jackson’s words. 

Incidentally, it is just as well that 
the public hasn’t recognized any par- 
ticular ratio as being appropriate, 
since the existence of two different 
standards—.e., an operating ratio and 
a rate of return—would work out to 
great confusion, unless they came to 
the same thing, in which case there 
would be no justification or necessity 
for the two standards. 


GAIN, it is said that the risk is 
greater, now that the amount of 
capital invested in the modernized 
local transit industry is relatively 
small. 

This sounds a little weird. The 
assertion comes to this: that the risk 
has become greater, now that there is 
less capital at risk, than it was when 
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The Risk Factor in Utility Rates 


oe yee rates are not comparable with long-term fixed-contract 
prices, nor are the associated risks comparable. The very avail- 
ability of a relatively quick adjustment of rates constitutes the best 
possible insurance to the so-called risky utilities, and reduces by so much 
the very amount of the risk that adheres to the industry. Tempo- 
rarily inadequate rates do not imply, under the established regulatory 
procedure, that such inadequacy will be perpetual.” 





there was more capital at risk. At this 
rate, the risk would be greatest if the 
amount of capital invested were at a 
minimum. This was not the view of 
Allan H. Willett, as expressed in his 
classic, The Economic Theory of Risk 
and Insurance, where he wrote: 
. .. In just what sense a man can be 
said to run a risk of loss, who has 
nothing to start with, and who, there- 
fore, cannot fail to come out from his 
venture at least as well off as he went 
in, it is not easy to understand. Only 
those who have capital can suffer the 
loss of capital.’® 


O* it may be claimed that it is not 
so much the amount of capital, 
as its rate of turnover, which becomes 
more rapid as a local transportation 
company moves towards 100 per cent 
bus operations, that causes the risk. 

This is the view of the NARUC 
Special Committee which refers to the 
“. . . risk involved by (the) more 
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rapid turnover of capital . . .”"” of bus 
companies. 

To many observers, a rapid turn- 
over business would appear to give far 
more flexibility and chance to adjust 
capital to current needs than one 
where the investment was fixed and 
immovable, 

Formerly, the local transportation 
utility had a large fixed investment, 
not readily transferable to another 
community, nor even to other streets 
within the same community. The 
rails could only be dug up at great 
expense, and in many cases the sal- 
vage would apparently not repay the 
cost of digging the rails out of the 
pavement, judging by the abandoned 
rails that have been left on our cities’ 
streets, and even covered over with 
superficial surfacing. 

On the other hand, the busses, 
which constitute by far the major 
capital item in the modernized transit 
APR. 9, 1953 
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company, are anything but a “sunk” 
investment. They can be shunted to 
other streets, or other parts of the city, 
or suburbs, on almost no notice what- 
ever; and with a little paint job they 
can even be transferred to a different 
company and appear in a different 
city, or state, in next to no time at all. 


HE situation is comparable to that 

in the railroad equipment field. 
Here, for years, the superior economic 
position of mobile equipment as com- 
pared with fixed property has been 
recognized, and has evidenced itself in 
the low interest rates asked by in- 
vestors when lending on the security 
of the railroads’ rolling stock. Even a 
bankrupt railroad can sell equipment 
trust obligations at low rates of inter- 
est, since, in case of need, the equip- 
ment is transferable to other users. 

From an operational angle, then, the 
risk is less under the more flexible type 
of operation that goes along with the 
use of busses. But even if this favor- 
able aspect is ignored, the shift to bus 
operation does not per se increase the 
likelihood that there will be a decline 
in revenues relative to expenses, or an 
increase in expenses relative to reve- 
nues. Nor does it increase the likeli- 
hood of a decline in the rate of return 
on the investment. 

It is only the probability that the 
rate of return on the now reduced in- 
vestment will fluctuate more widely 
than increases. Parenthetically, it is a 
curious fact that it is just this possible 
shortage in rate of return which the 
advocates of the operating ratio em- 
phasize in their informal presenta- 
tions, although they contend in the 
formal hearings that rate of return on 
the investment is an irrelevant consid- 


eration,"® where the operating ratio 
method is employed. 


fy is even said that the risk attaches 
to the utilities’ expense not to their 
capital, and that the operating ratio 
method protects that risk. 

This is the position of the ICC in 
Middle West General Increases where 
it says, “the owners of motor carriers 
can hardly be expected to look to the 
return on the amount of their invest- 
ment as an incentive where the prin- 
cipal risk is attached to the substan- 
tially greater amount of expense.” 
(Emphasis added.) 

The commission continued : 

This is not to say that the rate of re- 
turn on investment, comparisons of 
net income to capital stock, of the re- 
lation of debt-free property to capital 
stock, and other financial comparisons 
or studies are not useful in an ap- 
praisal of the financial condition and 
progress of the motor carrier industry. 
But for the purpose of determining the 
need of increases in rates, the criterion 
must be the carrier’s cost. 


Nobody has contended, even under 
the conventional rate of return meth- 
od, that a utility should not get its 
“cost,” including a fair return. In the 
instant case, the companies were al- 
ready earning 18.25 per cent under the 
1946 existing rates. How then could it 
be a question of “‘cost,”’ and what does 
the use of the operating ratio contrib- 
ute to that phase of the problem? 

The operating ratio method as prac- 
ticed, merely gives the utility a larger 
margin over cost than does the rate 
base-fair return method. That is its 
primary superiority from the utility’s 
standpoint. If it did not accomplish 
that result it would be of no benefit to 
the truck and bus companies, and they 
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would hardly be aggressive in promot- 
ing its use. 


i seems a strange use of words to 
attribute risk to a company’s ex- 
penses. Those are its debts, and it is an 
old saying that while a company’s ac- 
counts receivable may not be 100 per 
cent good, its accounts payable always 
are. That is, there is no uncertainty, no 
risk, about such obligations to the 
debtor. The risk, whatever it is, is the 
risk of the creditor. 

The danger of losing all track of the 
net investment, in connection with the 
conduct of rate cases, and the danger 
of considering such investment only in 
connection with “an appraisal of the 
financial condition and progress of the 
motor carrier industry” as advocated 
by the ICC, would seem to be em- 
phasized by its approval of rates 
which, it appeared, would produce a 
rate of return of 53.8 per cent on net 
investment, before income taxes.” 
This rate of 53.8 per cent before in- 
come taxes was equivalent to 33.5 per 


cent after income taxes at the then ef- 
fective rate of 38 per cent. 

In a truck case involving eastern 
common carriers, the ICC stated that 
a schedule of rates designed to yield 
the industry “an annual return of ap- 
proximately 30 per cent on their op- 
erating property after providing for 
normal income taxes . . . appears to be 
reasonable.’”*! The operating property 
used amounted to $12,407,393 which 
included $3,117,198 of intangibles and 
property financed by borrowed money. 
The owner’s equity was only $9,920,- 
195. On this, it appeared the owners 
would reap nearly 40 per cent after 
normal income taxes. 

After only four years and some 
months of such 30 per cent rates, on 
the total property, the industry would 
have recovered its entire investment, 
tangible and intangible, borrowed 
money and equity, plus a 6 per cent re- 
turn on the whole amount. And still no 
promise of a reduction in rates to the 
customer, What risk is being insured, 
by a continuation of the 30 per cent 
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VARYING RATES OF RETURN RESULTING FROM THE USE 
OF AN UNCHANGING OPERATING RATIO 


(3) 
Hypothetical 


Margin J 
(1) Of Profit (4) Ratio of Total 
Total Assets 2) Under a 94% Rate of Operating 
(Not Including otal Comes Fe on Revenues 
Intangible Operating | Assets ToTotal Assets 
Property) Revenues (6% Reco. 2) (Con 3+ Col. 1) (Col.2=+Col.1) 
Total Class I Motor 
Carriers of Passen- 
gers (local or sub- 
urban service) . $41,290,073 $61,023,426 $3,661,406 8.87% 1.5 
Union Street Railway 
Company ..... $ 2,733,429 $ 1,803,934 $ 108,236 3.96% es 
Washington, Virginia 
& Maryland Coach 
ee rer $ 615,785 $ 1,935,893 $ 116,154 18.86% 3.1 





Source: Interstate Commerce Commission’s “Statistics of Class I Motor Carriers of Passen- 
gers for the Year Ended December 31, 1949.” Table 56. Washington, D. C. June, 1951. Last three 


columns are computed. 
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rate of return, after the fifth year? 
What kind of a balancing of the in- 
vestor and customer interest is this? 


Disadvantages of the Operating Ratio 
, I ‘HE viewpoint of this writer, then, 


is that the operating ratio, far 
from being a simple, accurate, and easy 
gauge of the proper margin of earn- 
ings, is, in fact, no gauge or standard 
at all. This seems to follow, neces- 
sarily, from a consideration of the so- 
called gauge itself. It is a mere ratio, 
and contains no inherent qualitative 
characteristics. It relates the amount 
of expenses to the amount of revenues, 
and indicates what proportion of the 
revenues is left over after the expenses 
are provided for, but whether that resi- 
due is too much, or too little, cannot 
be determined without reference to 
other factors. For the same ratio might 
provide one company with a lush re- 
ward for its services to the public, and 
not supply another company with even 
an ordinary rate of return; conceiv- 
ably, not even enough to enable it to 
meet its interest requirements, if it 
were operating with a sizable amount 
of borrowed capital. This is illustrated 
in the table on page 491, where one 
company makes less than 4 per cent 
while another makes almost 19 per cent 
with the same hypothetical ratio. 

By contrast, the rate of return 
method falls within a frame of refer- 
ence; it gives one a number of dollars 
that can be judged against the cost of 
raising the utilities’ capital, the num- 
ber of dollars that are needed to rent 
the borrowed money, the number of 
dollars that are needed to enable the 
company to keep its promises to the 
preferred stockholders, and the num- 
ber required to keep its common stock 
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in good standing in the market, and 
make it likely that the company can 
attract more bond, preferred, or com- 
mon stock money, when and if it later 
appears that such capital is needed and 
can be advantageously used. One has 
some idea as to whether the rate of re- 
turn found is reasonable or not. 


Spomaes, the use of the operating 
ratio is a delusive device when used 
to secure a rate of return which the in- 
dustry admits that no commission 
could expressly grant. The method is 
the exact counterpart of the percent- 
age of profit-per-dollar-of-sales meth- 
od often used by private industry in 
reporting its profitability. By this 
method, a company may report that it 
has earned only a fraction of a cent or 
a modest number of cents per dollar of 
sales in the given period, although 
when effect is given to the rate of turn- 
over of its capital—i.e., the ratio of 
its sales to its net assets—it may be 
found to be earning a very high rate 
per dollar of capital employed. 
Thirdly, the method does not square 
with the standards prescribed by the 
U. S. Supreme Court for testing the 
return that is proper for a utility to 
earn. In 1923, the United States Su- 
preme Court defined the fair rate of re- 
turninterms of what returnisnecessary 
to assure confidence in the company’s 
financial soundness, enable it to main- 
tain its credit standing, and to enable 
it to attract capital, or, in another pas- 
sage, whatever is necessary “to permit 
it to earn a return on the value of the 
property which it employs . . . equal to 
that generally being made at the same 
time and in the same general part of 
the country on investments in other 
business undertakings which are at- 
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The Basis of Rate Reasonableness 


. ‘O NE cannot examine a given operating ratio and determine whether 

it, PER SE, will assure confidence in the company’s financial 

soundness, enable it to maintain its credit standing, and enable the 

utility to attract capital. One must go on to other factors and tests, 

' specifically those that are conventionally used in gauging the adequacy 

of a proposed rate of return. Thus the operating ratio method does 
not avoid the standards that have long been accepted .. .” 





tended by corresponding risks and un- 
certainties.”™ 


NE cannot examine a given operat- 
ing ratio and determine whether 
it, per se, will assure confidence in the 
company’s financial soundness, enable 
it to maintain its credit standing, and 
enable the utility to attract capital. One 
must go on to other factors and tests, 
specifically those that are convention- 
ally used in gauging the adequacy of a 
proposed rate of return. Thus the 
operating ratio method does not avoid 
the standards that have long been 
accepted, but in fact it requires their 
use. 

Similarly, as to the utility’s right un- 
der the U. S. Supreme Court’s stand- 
ards, to a competitive return on the na- 
ture of its property. The operating 
ratio method throws no light on how 
the utility is faring under that stand- 
ard. Again, recourse must be had to 


493 


the factors that were already consid- 
ered under the method which the trans- 
portation industry would like to aban- 
don in favor of the operating ratio 
method. 


is the Supreme Court had clearly 
fixed any top limit to rates that 
would protect the ratepayers against 
confiscation of their property (money 
in their pocketbooks), a limit com- 
parable to the lower limit which it finds 
confiscatory of the utility’s property, 
then the operating ratio could not pro- 
vide the utility with a return much 
higher than the conventional method. 
It is only this lack of clear expression 
by the court of a ceiling (to match the 
floor) on earnings that makes it pos- 
sible for the operating ratio to give the 
utilities such extreme, not to say 
fantastic, returns. 

This preferential treatment disrupts 
the whole idea of a competitive, gen- 
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erally uniform rate of reward to in- 
vestment in public utilities, and theo- 
retically overencourages the flow of 
capital into the local transportation in- 
dustry, and discourages its flow into all 
of the other utilities. In a free market, 
this would lead to too much develop- 
ment of the transportation industry 
and to too little in the electric, gas, and 
telephone fields. 

Of course, under the monopoly con- 
ditions existing, it does not lead to too 
much development in the transporta- 
tion industry. The bus companies sim- 
ply pocket the surplus earnings. 


| agin as practiced, its use tends 
to produce excessive earnings, 
earnings that quickly repay the entire 
capital supplied by the owner or own- 
ers of the utility, but no recognition of 
this fact appears in the commission or- 
ders. The high rates are continued year 
after year, just as if the original capi- 
tal of the owner-operators still had to 
be insured against risk. 

Utility rates are not comparable 
with long-term fixed-contract prices, 
nor are the associated risks compa- 
rable. The very availability of a rela- 
tively quick adjustment of rates con- 
stitutes the best possible insurance to 
the so-called risky utilities, and reduces 
by so much the very amount of the risk 
that adheres to the industry. Tempo- 
rarily inadequate rates do not imply, 
under the established regulatory pro- 
cedure, that such inadequacy will be 
perpetual. The commission’s process 
is a continuing one, and the door is al- 
ways open, when the utility can prove 
its case. 

Even the operating ratio method 
looks to the rates to be charged as the 
method of insuring against risk. It 
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ostensibly only seeks the rate increase 
a little earlier; 7.e., in advance of the 
feared future decline in earnings, a de- 
cline that may not be realized for years, 
if ever. 

The practice of having the riders, 
year after year, pay the company ex- 
cessive rates in order to assure the 
company that in some future year its 
earnings will not fall below a reason- 
able level appears to be very costly to 
them. It would be far cheaper for the 
ratepayers to make good to the bus 
company any losses, following the oc- 
casional year when the earnings might 
fall off from the accepted standard. 


meee Ie it ought not to be 
overlooked that the accepted stand- 
ard already includes an allowance for 
this very risk. The 5.5 per cent-7 per 
cent customarily allowed on the entire 
nontransit utility investment is more 
than twice the rate of interest paid on 
government bonds. This excess, itself, 
is an insurance premium paid by the 
riders to the self-insuring, risk-taking 
operators of the utility. Not only so, 
but in so far as the bus company 
finances in part with borrowed money, 
at rates below the rate of return al- 
lowed over all, the remaining earnings 
will by this leverage, or trading on the 
margin, reap a rate of return above 
whatever over-all rate of return is al- 
lowed. 

On the theory that if the bus com- 
pany has a good case the appropriate 
regulatory commission will certainly 
correct any unfair rate situation with- 
in two years, it would seem that the 
creation of a stabilization reserve equal 
to (say) two years’ fair return would 
furnish the company with adequate 
protection. 
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It should not be forgotten that 
fluctuations in earnings that favor the 
bus company are possible, as well as 
those that work against the company. 
During World War II, for example, 
one metropolitan company reported 
operating ratios of 63.2 per cent, 68.2 
per cent, and 73.4 per cent for the 
years 1943, 1944, and 1945, respective- 
ly, before income taxes.™ 

Fifthly, when the device is used as a 
means of making the customers supply 
the utilities’ fixed capital, it runs con- 
trary to all accepted rate-making prin- 
ciples. The utilities are entitled to a 
return on the property used and useful 
that they devote to the service of the 
public, to a return upon their invest- 
ment, but the public is not supposed to 
supply the capital and then pay the 
utility operators a reward related to 
their own supplied capital. 


peal the method is not properly 
applied when the risk is measured 
by the expenses of the utility. It is the 
capital (if the owner-operators sup- 
plied it) which they are risking, not the 
creditors’ accounts receivable, which is 
what a utility’s expenses are. 
Seventhly, the operating ratio is 
misused when attention is not given to 
the practice by some bus companies of 
renting terminal and bus equipment 
and facilities. The Washington, Vir- 
ginia & Maryland Coach Company in 
1951 included $135,418 in its operat- 


ing rents-net, Account 5300, in respect 
to operating rents.** 


Nn the course of its 1952 rate case, the 
company included about $124,333 
of operating rents on an annual basis, 
in its total expenses. This included the 
rent of all the terminal property and 
lease payments on the 42 leased busses 
which were about 30 per cent of the 
total operated.” 

This practice was called to the In- 
terstate Commerce Commission’s at- 
tention with the plea that such charges, 
in effect, included “below the line” ex- 
penses which were of the nature of a 
return on the capital employed. Under 
such circumstances, it was argued that 
the operating ratio should be adjusted 
to reflect the inclusion in operating ex- 
penses of a return on the capital in- 
vested, providing the method were 
used at all. The commission held that 
the “Protestant’s position is untena- 
ble,”*° and further stated: 

The Uniform System of Accounts 
recognized the leasing of equipment 
and makes provision for reporting it 
as an operating expense. 


Of course it does, but the question 
is whether such charges should receive 
special consideration when the operat- 
ing ratio method is used, whether such 
charges do not have an effect upon 
what the appropriate operating ratio 
in the constant use is. 

Under the conventional rate base- 


e 


has, for some years now, been cultivating the idea that an 


q “THE local transportation industry, freight and passenger, 


operating ratio should be substituted for the conventional 
fair rate of return on the net investment as a standard in 
determining just and reasonable rates.” 
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fair return method, the rate base will 
be reduced by the leasing practice, 
and the riders consequently credited 
with the reduced rate base and the as- 
sociated return, but if the inclusion of 
the rentals is not taken into account in 
determining the proper operating 
ratio, then the same operating ratio 
will be applied to two companies, one 
of which may own all of its terminal 
and equipment facilities, while the 
other rents all of it. 


" such a state of things, the renting 
company will be making a far high- 
er—almost an infinite—return, per- 
haps, on its investment, while the own- 
ing company will be earning much 
more moderately. In such a case, the 
owning companies will be very short- 
sighted if they do not immediately 
switch over to the renting method, 
thereby pushing the return, in effect, 
“above the line,” with no reduction in 
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the number of dollars still coming to 
the utility owners as long as the op- 
erating ratio is to stay the same. 


pom, the similarity between the ef- 
fects of the use of the operating 
ratio method and the effects of the use 
of the cost-plus system sometimes used 
on contracts may be noted. It is a com- 
monplace that the cost-plus method en- 
courages wasteful and careless per- 
formance of the contract. For this 
reason the original cost-plus method 
has in many, perhaps most, cases been 
modified to provide for a fixed fee over 
and above the expenses. 

However, that is exactly what the 
operating ratio method does not do. In 
the case of the operating ratio, every 
increase in the expenses increases the 
profit, dollarwise, as long as the ratio 
itself is not changed. This is the exact 
opposite of an incentive to honest, ef- 
ficient, and economical management. 
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Footnotes 


1Re Honolulu Rapid Transit Co. (Hawaii, 
1951) 90 PUR NS 129, 142. 

2 Middle West General Increases (1948) 
48 MCC 541, 550; Alexandria, Barcroft, and 
Washington Fares between District of Colum- 
bia and Virginia, 48 MCC 613, 624. 

8 Increased Commercial Carrier Truck Rates 
in the East (1943) 42 MCC 633, 650. 

*Ibid; also 

Increased Common Carrier Truck Rates in 
New England (1943) 43 MCC 13, 23; New 
England, 1946 Increased Rates (1947) 47 
MCC 509, 518; Increases, Middle Atlantic and 
New England, 1948 (1949) 49 MCC 357, 367; 
Increased Motor Carrier Rates in New Eng- 
land, 1949 (1949) 49 MCC 477, 488; and In- 
creases, California, Arizona, Colorado, New 
Mexico, and Texas, 1949 (1950) 51 MCC 
747, 761. 

5 As defined in Increased Common Carrier 
Truck Rates in the East (1943) 42 MCC 633, 
647, footnote 5. The ICC, in defining “direct 
operating expenses,” included operating rents 
(Account 5300), but excluded interest on debt, 
income and excess profits taxes, and miscel- 
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laneous income charges. Thus the margin be- 
tween the direct operating expenses, so found, 
and 100 per cent of the revenues, would be 
equivalent to the net operating revenue, as car- 
ried in the utilities’ annual income statements, 
as filed with the ICC. 

In later years, the ICC has computed the 
operating ratio both before and after income 
taxes. In Washington, Virginia & Maryland 
Coach Co. Inc. Cancellation of Tokens (1952) 
54 MCC 317, 332, the commission even ex- 
pressly included interest and other income de- 
ductions in arriving at an operating ratio of 
94.10 per cent. (See, also, page 323.) 

It would be helpful if commissions would 
adopt some uniformity in the accounts that 
they include and exclude. Otherwise, the op- 
erating ratios found by different commissions 
may not be comparable; neither may the ratios 
found by one commission be comparable with 
those found in earlier years by the same com- 
mission, if the make-up of the expenses 


anges. 
If the dollar figures as to the revenues and 
expenses used in computing the operating 


496 


ratit 
wou 
rati 
figu 
in t 
mis 
mac 
fout 
incc 

6 

















TRANSIT OPERATING RATIO—ANOTHER VIEW 
to ratio, as found, were customarily set forth, it Gas Co. (1944) 320 US 591, 645, 646, 51 PUR 
would be possible to equate various operating NS 193. 
p- ratios. At least this would be true where the 14 See footnote 6. 
figures were in agreement with those shown 15 “Final Report of Special NARUC Com- 
in the companies’ annual reports to the com- _ mittee,” etc., page 5, also page 3 of Appendix 
missions. At the least, it should always be A, and “Operating Ratio—A Regulatory 
Ss made clear whether the operating ratio, as Tool,” supra, page 27. 
found, is computed before or after considering 16 Page 42. 
ig income taxes. ‘ 17 See page 70 of source, as cited in foot- 
@ 6“Operating Ratio—A Regulatory Tool,” note 13. : 
d by Charles Alan Wright, Pustic Utivities 18See Middle West General Increases 
: ForTNIGHTLY, Vol. LI, No. 1, page 26, Jan- (1948) 48 MCC 541, 552, for example. 
I- uary 1, 1953. 19 (1948) 48 MCC 541, 553. 
7“Operating Ratio—A Regulatory Tool,” 20 Increases, California, Arizona, New Mex- 
- supra, page 26. ico, and Texas (1950) 51 MCC 747, 759. 
~ 8 Bluefield Water Works & Improv. Co. v. 21 Increased Common Carrier Truck Rates 
| West Virginia Pub. Service Commission, 262 in the East (1943) 42 MCC 633, 650. 
s US 679, 692, 693, PUR1923D 11. 22 Bluefield Water Works & Improv. Co. v. 
d 9“Final Report of Special! NARUC Com- West Virginia Pub. Service Commission, 262 
mittee to Study Principles of Rate Regulations US 679, 692, PUR1923D 11. 
n in the Motor Bus Industry,” Ray. O. Martin, 28 Passenger Fares between District of Co- 
r chairman, page 10 of mimeographed copy of lumbia and Near-by Virginia (1948) 270 ICC 
Jreport presented at the 1952 NARUC con-_ 651, 660. 
vention. 24 Annual report to the ICC. 
2 10 Company’s brief, page 13. 25 Washington, Virginia & Maryland Coach 
11“Operating Ratio—A Regulatory Tool,” Co. Cancellation of Tokens, 54 MCC 317, 322, 
1 supra, page 28. 329; also Company Exs. 15, 28, and 32 in that 
y 2 Ibid. case. 
i 18 Federal Power Commission v. Hope Nat. 26 Ibid, page 329. 
) 
Planners and Pressures 
— the government undertakes to decide economic 
matters—the price of goods or the wages of labor, for 
instance—it is inevitable that the answers should turn out to 
be political answers. When prices are determined in the market 
place there is no call for a special interest group to pressure the 
government. When prices are to be decided by the government, 
then only by political pressure can each group fight its economic 
competitive battle. 


“To denounce this is, of course, a vain thing unless we are 
going to change our form of government. The right of groups 
of people to use political pressure on the government is not 
the bane of democracy but its very essence. The only way to 
eliminate pressure from the bottom up is to have overwhelming 
pressure from the top down; a totalitarian system is the only 
one that can effectively curb pressure groups. 

“To lament this situation ts of more moment. But what is 
lamentable is not the existence of political pressure but the fact 
that economic matters—such as the wage you are paid for your 
labor—should become a matter of state and that you need to 
exert political pressure to get a wage increase. 

“The source of the trouble, and the thing to be lamented, is 
not the injection of politics into economics but of economics 
into politics.” 





—EbpIToRIAL STATEMENT, 
The Wall Street Journal. 
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Political Power of the Small 
Shareholder 


Small business and small shareholders in Big Busi- 

ness have a popularity and influence by very reason 

of their smallness—sometimes out of proportion to 

their size. Here is an analytical report on the Yankee 

reaction to the idea of tying its power supply to 
Federal apron strings. 


By ERNEST FREDERICK LLOYD* 


thought that a democracy which 
rests upon universal suffrage can 
preserve its freedom only if a pre- 
ponderant number of the workers 
have a property interest in business. 
No one has given that thought more 
cogent expression than Captain E. V. 
Rickenbacker, president of Eastern 
Air Lines, in a press report December 
15, 1952. He announced the owner- 
ship by employees of 20 per cent of 
the corporation’s capital stock: 


Prices’ thinkers have voiced the 


This ownership of stock in your 
company is also putting in your hands 
the best possible weapon with which 
to combat the creeping Socialism and 





*For personal note, see “Pages with the 
Editors.” 
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deadly Communism which today are 
threatening the very system by which 


our country became great—free enter- | 


prise. 


Those worker-owners are also 
political voters and the owner of one 
share casts as potent a vote as the 
owner of a million. Utility manage- 
ment has no more important public 
duty than to increase their number 
and give them accurate information. 
That applies to the whole working 
public. 


HY not consider, theretore, a 
simple—uncomplicated —means 
for the more rapid extension of small 
ownership? To that end the electric 
utilities are the best possible medium 
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POLITICAL POWER OF THE SMALL SHAREHOLDER 


at present for very positive reasons: 

a) central station electric current is 
to be the main future source of energy 
for the nation’s stationary power and 
light ; 

b) the continuing problem is to ex- 
pand this service; saturation of de- 
mand is nowhere in sight; 

c) expansion requires a continuing 
need for more and permanent capital 
in which any dollar is worth as much 
as any other; 

d) no other investment is more 
stable ; 

e) no other enterprise is regularly 
in contact with so many people; 

f) political control of the electric 


| industry is Socialism’s first objective; 
§ it underlies all the misleading propa- 


ganda about flood control, irrigation, 
navigation, regional development, ru- 


} ral supply, regardless of the merits of 
J any of those objectives. 


There seems little necessity for the 


} complexities of method that encumber 


and impede all present methods for 


| increasing the number of small hold- 
"ings. It is needful only to apply the 
} principle that underlies the ordinary 


bank savings account and the “piggy 
bank.” These take advantage of the 
natural human instinct to like to see 
things grow. Employees, consumers, 
present stockholders, and workers in 
other fields are all equaliy valuable in 
the main purpose. 


A a preliminary to any new course 
there are hurdles in laws and 
thought which appear in any develop- 
ment that has been exploited in its 
past. Some may be best repealed, 


others challenged in the courts on the 
common sense principles of the com- 
mon. law. 
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The argument for selling to anyone 
seems as fully defensible as for sell- 
ing to any particular group. Recently 
a wide-awake company sent out to its 
stockholders a picture of delivery of 
five shares to a newsboy, the price 
saved up from his “profits.” Who can 
evaluate the power for intelligent 
citizenship of that certificate in that 
boy’s hand and in his own name? It 
exceeds even the worth of a savings 
account and does so many times over. 
For a savings account, not detracting 
in any way from its value, is some- 
thing that can be drawn out and spent. 
But a stock certificate represents 
property, something tangible and 
permanent. When he looks at the 
smokestack of the power plant he has 
a sense of “belonging,” it is partly his 
own. And if anyone thinks he will not 
read and be influenced by the litera- 
ture the company sends him, that 
doubter has another guess coming. 


“T= first positive step by the com- 
pany would be to procure author- 
ity to sell “over the counter” for cash 
at the market price, or at an authorized 
discount, a stated number of shares 
for capital expenditure. New authori- 
zations to be applied for as needed. 
The company would then set up a 
stock sales department, much as it has 
any other. Anyone laying down the 
cash or accumulating it by deposits to 
the amount of a share would have it 
issued to him. Stock exchanges work 
on that principle. Nobody questions 
the principle. Why all the fuss over 
existing practices? The company 
would properly report what it had 
done with the money received instead 
of, as now, what it proposes to do. 
At this point the savings principle 
APR. 9, 1953 
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“THE politician, by the very nature of this calling and in its 
highest expression, deals with conflicting ideas and seeks to 
reconcile them by majority assent to some course to which 


all will conform. But industry is factual; two plus two will 
add up to nothing but four, which means that somebody 
pays the cost of anything, be it what it may.” 


enters. A bank will receive any sum 
at any time as a savings deposit and 
duly credit interest upon it ; it becomes 
part of the funds the bank can loan. 
In the same way, any sum paid in for 
stock purchase would be credited to 
the depositor’s account for the issu- 
ance to him of a share when the de- 
posits amounted to the market price 
of a share. To his account deposits 
would be duly added interest. And, 
because the deposit at once enters the 
company’s capital, the rate of interest 
should be the same as the current divi- 
dend on the common stock. The buyer 
should be entitled to say whether 
single share certificates should be 
issued to him. But the “piggy bank” 
accumulation does not preclude taking 
out ten pennies and substituting a 
dime. And it is to be remembered that 
there is a profound psychological 
effect in actual possession of what has 
been earned, bought, and paid for. 


| aprsentgeson could authorize deduc- 
tions from payroll and determine 
and vary the amounts at their own 
option. Why not? On one point it 
would seem wise that the company 
might exercise authority or at least 
strong pressure; namely, that a mar- 
ried employee should have stock 
issued in joint name with wife. The 
point involved is working efficiency. 
Whether a woman employee should 
join her husband is an open question. 
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We seem to be on the verge of realiz- f 


ing that corporations are properly 
social as well as economic institutions 


and have civic as well as business | 
duties. This is a new field for man- ff 


agement, misty but looming. There is 


a line, not too easily drawn, between 


, 


paternalism and rules that conserve | 
the social order. It would certainly | 
not be socially just that a husband [ 
might unduly deprive his family to | 
build a personal estate, nor that a/ 
working mother should have to share | 
her careful provision with a worthless |) 


husband. What is said here is merely | 


to indicate that there should be the/ 
greatest possible freedom and self-| 
determination by the employee in re- | 
spect of his buying without the com- | 
pany becoming a party to the abuse | 
of that freedom. A company would 

be only an original seller; it 

would leave all brokerage to existing 

channels. 


 Pryoencosens stockholding is as im- 
portant to the company and there- 
fore to the industry as is the employee. | 





Again, we have the political influence | 
of the small investor. 
applies to existing stockholders. 

The incident of the newsboy is| 
eloquent of the value of drawing)| 
in the public and especially the young | 
public. The mere sense of personal | 
importance attaching to the personal | 
ownership of a share of stock and the 
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POLITICAL POWER OF THE SMALL SHAREHOLDER 


quarterly receipt of dividends and 
company literature are guaranties that 
what the company says will be read, 
and read with a willingness to be- 
lieve. The possibilities of that influ- 
ence for the long pull cannot well be 
overestimated. And it as well imposes 
on the company the vital need to 
avoid either the semblance or the 
reality of propaganda; every state- 
ment must be factual, every refutation 
of political demagoguery must be 
coldly analytical. It is youth that asks 
disconcerting questions. 

Some of the newer companies re- 
sulting from the holding company 
breakups are finding the small stock- 
holding a financial burden. One of 
these, having some 68,000 stockhold- 
ers, finds it has some 20,000 of them 
owning an average of only four 
shares each in a top holding of nine 
shares. Accordingly, it has set up a 
department to aid the buying of 
shares to make up a holding of ten 
or to sell a lesser amount. The 
emphasis, however, is on selling. 
Quite rightly, from a strictly financial 
standpoint, it shows the cost of servic- 
ing these small accounts. But it would 
seem to be a far wiser course to sug- 
gest to these small holders that they 
authorize the withholding of the small 
dividend sums to build up to added 
full shares, offering to add any cash 
the owners might remit, pointing out 
that the dividend rate is higher than 
savings interest, and perhaps even 
offering to supplement the dividend 
accumulations with some of the sav- 
ings from the ordinary servicing of 
these small holdings. The political 
vote of those 20,000 small holders, 
however scattered, to say nothing of 


their family influences, is not to be 
despised. More particularly is that so 
when it is remembered that this com- 
pany is but one of several hundred 
others in like circumstances. 


HE new duty of management to 

the public was almost for the 
first time given expression at the last 
meeting of the National Association 
of Manufacturers, to undertake to 
lead the public thought in the field of 
industry.’ The politician, by the very 
nature of this calling and in its highest 
expression, deals with conflicting 
ideas and seeks to reconcile them by 
majority assent to some course to 
which all will conform. But industry 
is factual; two plus two will add up 
to nothing but four, which means 
that somebody pays the cost of any- 
thing, be it what it may. Economical 
electric service is a matter of facts, not 
of argument, and the facts are a mat- 
ter of accountancy. That is the yard- 
stick. If the facts, carefully and read- 
ably presented, are put before enough 
voters who have a direct personal 
stake in the result, the demagogue and 
the ideologist will alike find themselves 
worsted. 





1Since the above article was prepared a 
press release stated that bank deposits by 
schoolchildren in the 154 communities where 
school savings accounts are offered now total 
$60,000,000, according to Chamber of Com- 
merce of the United States. The 1,984,396 
youngsters with school savings have increased 
their average deposit from 24.21 in mid-1950 
to 30.54—New York Times, January 5, 1953. 

Either of those averages would cover the 
market price of a share of common stock in 
most of the communities. Or a deposit with 
the local electric utility would not take long 
to build up to a share. The delivery of a 
certificate for just one share would be as im- 
portant an event to the youngster as it was 
to the newsboy and the company has added 
a valuable supporter to its ranks. 
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Impact of the Roanoke Case 


T will probably be many months before 
the dust settles in the field of public 
utility regulation and operation from the 
detonation of the Roanoke Rapids deci- 
sion. This 6-to-3 ruling by the U. S. 
Supreme Court culminated three long 
years of litigation, during which the 
Interior Department overlooked no op- 
portunity to block or delay hydro licens- 
ing of the private utility company. 

That was, of course, the Interior De- 
partment as organized under former 
President Truman’s appointee, Secretary 
Chapman. In retrospect, the dilatory 
tactics seemed almost to approach sheer 
obstruction. Chapman had a very definite 
objective in his method, and his chances 
of success were about as good—in the 
final analysis—as the Democratic nomi- 
nation for the presidency last November. 

It was on October 6, 1948, that the 
Virginia Electric & Power Company 
filed an application with the Federal 
Power Commission to construct and 
operate a hydro project on the Roanoke 
river near Roanoke Rapids, North Caro- 
lina. It was on March 17, 1950 (three 
years lacking one day before the Supreme 
Court decision), when an FPC examiner 
recommended issuance of the license. 

It was at this point that Chapman went 
into action, personally, by filing a motion 
to reopen the case for additional evidence. 
In November, 1950, the examiner filed a 
supplemental decision confirming his 
earlier report. Upon exceptions taken by 
the Secretary of Interior, full arguments 
were heard by the commission, which 
backed up the examiner’s view with an 
order dated January 26, 1951 (87 PUR 
NS 469). An appeal was filed by the 
Secretary of Interior in the Fourth U. S. 
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Washington and the 


Utilities 


Circuit Court of Appeals in Richmond, 
Virginia, resulting in a complete affirm- 
ance of the FPC in a thundering opinion 
written by Chief Justice Parker on Octo- 
ber 1, 1951 (91 PUR NS 366). 


as appeal was taken by Chapman 
in the form of petition for a writ of 
certiorari, which was granted about a 
year ago by the U. S. Supreme Court. 
Then followed a special delay requested 
by the Secretary for the submission of ad- 
ditional argument, which made it impos- 
sible for the case to be heard in time for 
decision before the summer recess of 
1952. 

The case was not finally argued until 
the fall of last year, and did not reach 
consideration until after the election. Ap- 
parently the Interior Department strat- 
egy was to string the case along in the 
hope that a Democratic victory would 
confirm Secretary Chapman’s public pow- 
er policies—repeating the experience of 
the department following Truman’s upset 
victory in 1948. If that had happened, a 
Democratic Congress would probably 
have been elected and the prestige and 
influence of a new Democratic admin- 
istration would doubtless have bailed 
Chapman out of any difficulty his pro- 
gram might have gotten into over Roa- 
noke Rapids. 

This is not to suggest that the Supreme 
Court itself would read the election re- 
turns as literally as the fabulous Mr. 
Dooley once contended. But a Democrat- 
ic 83rd Congress would have been in a 
position to step into the breach and re- 
serve the contested Roanoke site for Fed- 
eral development by statutory action. 

It was a chance worth taking, consid- 
ering the importance which Secretary 
Chapman and his public power policy ad- 
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WASHINGTON AND THE UTILITIES 


visers set upon the blocking of such pri- 
vate company hydro developments. 
Political fortune ruled otherwise, how- 
ever, and so did the U. S. Supreme 
Court. Thus, instead of Chapman being 
able to take a bow in the rdle of the little 
Dutch boy with his finger in the dike, his 
Republican successor, Douglas McKay, 
finds himself in the rdle of a Secretary 
of Interior, holding his predecessor’s 
empty bag. 


FPC Paramount in Licensing 


| gegen of politics, any Secretary 
of Interior likes to have his depart- 
ment recognized as having power and 
authority comparable, if not paramount, 
to other Federal agencies. But Secretary 
McKay, thanks to the issue so bluntly 
forced by Chapman, now finds his depart- 
ment definitely set back in the challenge 
over the right of FPC to issue hydro 
licenses. 

Conversely, the FPC emerges as the 
nation’s top administrative agency in de- 
termining whether hydro projects shall 
be publicly or privately developed. Such 
was the import of the majority decision 
by Justice Frankfurter. 

Indeed, the Roanoke decision, in the 
view of some legal observers, goes some- 
what further than deciding between the 
relative authority of FPC and the In- 
terior Department as a resource develop- 
ment agency of the United States. The 
Frankfurter opinion holds that, subject 
to congressional direction, that commis- 
sion has a positive duty (under § 7(b) 
of the Federal Power Act) to reject any 
private application for a project affecting 
any development of water resources 
which, “in the judgment of the commis- 
sion, should be undertaken by the United 
States itself.” 

If the Interior Department conten- 
tions had prevailed (as interpreted in 
the dissenting opinion by Justice Doug- 
las), the Secretary of Interior would have 
been in a position to pre-empt for public 
development any hydro site which might 
be part of a general basin plan approved 
by Congress, even by inference or impli- 
cation. This would have reduced the 


FPC to a mere administrative bureau, to 
carry out over-all policy decisions of the 
Secretary of Interior. FPC’s status as an 
independent licensing agency would be 
at an end. 


HE majority decision raises the ques- 
tion, however, whether Congress 
ever really intended to delegate such 
sweeping public versus private policy dis- 
cretion to the FPC as the Frankfurter 
opinion implies. There may be good 
grounds for a congressional review of its 
own legislative authority in this field, and 
what it intends to do about it. 
One likely prospect, which follows as 
a result of the Roanoke decision, is the 
likelihood that Interior Secretary McKay 
will get out from under in a parallel case 
involving a hydro license on the Kings 
river in California. This case was not 
exactly on “all fours,” as the lawyers say, 
with the Roanoke Case. But the Pacific 
Gas and Electric Company, licensee on 
the Kings river site, was encountering 
the same persistent obstruction and de- 
lays from the Interior Department as the 
Virginia Electric & Power Company had 
experienced in the Roanoke Case. The 
latter decision, plus a turnover in Inte- 
rior Department’s legal counsel, is likely 
to make the department lose its appetite 
for further prolonged litigation along 
this line. 
* 


A New REA Administrator 


C. JoHNson, formerly assistant 

e deputy land bank commissioner 

in the Farm Credit Administration, will 
represent Agriculture Secretary Ezra T. 
Benson in all matters affecting the Rural 
Electrification Administration, pending 
the appointment of a new Administrator. 
Benson’s top hand, Under Secretary 
True D. Morse, announced Johnson’s 
designation as assistant to the Secretary 
on March 18th. His assignment to REA 
is “an interim arrangement,” he specified. 
(Morse was Acting Secretary while Ben- 
son was at St. Thomas, attending a meet- 
ing of the Virgin Islands Corporation.) 
The new Administrator of REA, when 


503 APR. 9, 1953 


PUBLIC UTILITIES FORTNIGHTLY 


named, is expected to be Lieutenant Gov- 
ernor Ancher Nelsen of Minnesota. Nel- 
sen disclosed at St. Paul that Benson had 
suggested that he “consider the possibil- 
ity of becoming Administrator,” but 
nothing was “on the dotted line.” 

Nelsen, a farmer, was elected lieuten- 
ant governor last November. Prior to 
that he served in the state senate and 
played a leading rdle in drafting the farm 
plank of the Republican platform last 
July. 

Democrat Claude R. Wickard re- 
signed from the $15,000-a-year REA 
post on March 19th, more than two years 
before the end of his term. 

Representative Poage (Democrat, 
Texas) and Senator Hill (Democrat, 
Alabama) were bitter in their criticism 
of what they charged was Wickard’s 
“ouster” by the Republican administra- 
tion, notwithstanding his unexpired stat- 
utory tenure. “For the first time in all 
of these years,” Hill said, “politics has 
been brought into the REA.” 


te was good for a loud laugh on 
the Republican side of the aisle. It 
also stirred memories of firings or forced 
resignations during the Roosevelt ad- 
ministration. Wickard’s predecessor, as 
REA Administrator, the late Harry 
Slattery, incurred the displeasure of the 
President who had appointed him. When 
Slattery at first refused to take the hint 
about resigning, an Agriculture Depart- 
ment memorandum ordered all REA per- 
sonnel to report to the Administrator 
“through the Deputy Administrator.” 
This left Slattery in splendid isolation ; 
able to go to his office and draw pay, but 
little else. After a few weeks of thumb 
twiddling, Slattery gave up and resigned. 

Republicans also recalled the late chair- 
man of the TVA, Arthur E. Morgan, 
who actually went to court over the right 
of President Roosevelt to fire him for 
“contumacious” conduct. Morgan lost 
in the U. S. Supreme Court, which made 
a distinction between administrative of- 
fices (subject to firing) and regulatory 
commissions (not subject to firing) un- 
der the earlier Humphrey decision. It 
could be that Wickard thought of these 
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things in deciding to go along quietly. 
He leaves many warm personal friends 
in the nation’s capital. 


fe 
Natural Gas Problems 


EVERAL natural gas regulatory bills 
have appeared in Congress in antici- 
pation of forthcoming committee hear- 
ings regarding FPC operations. Repre- 
sentative Priest (Democrat, Tennessee) 
has introduced a bill (HR 3707) which 
would prevent FPC from regulating dis- 
tribution of gas from the point it leaves 
facilities for transportation in interstate 
commerce, even though the same com- 
pany may have handled the interstate 
transportation. A slightly different bill 
(HR 3769) to relieve natural gas com- 
panies from FPC regulation has been in- 
troduced by Representative Hinshaw 
(Republican, California). It provides for 
amendment of the Natural Gas Act, § 1, 
exempting a transmission line or distri- 
bution system from FPC control, if the 
line or system already is subject to state 
commission regulation. An identical bill 
(HR 3892) has been introduced by 
Representative Harris (Democrat, Ar- 
kansas). 

FPC testimony before the House In- 
terstate Commerce Committee has been 
postponed once again. When it does get 
under way, the chairman of the commis- 
sion will appear first, followed possibly 
by other members of FPC. Shortly there- 
after, Representatives who have intro- 
duced proposed legislation to amend 
either the Federal Power Act or the Nat- 
ural Gas Act will be given an opportu- 
nity to testify on the need of their meas- 
ures. At a slightly later date, industry 
spokesmen invited to testify by Chair- 
man Wolverton (Republican, New Jer- 
sey) will have an opportunity to relate 
industry problems arising from FPC reg- 
ulation. Paul Kayser, president of El 
Paso Natural Gas Company, is slated to 
tell the committee about the general prob- 
lems faced by transmission companies. 
Others will discuss distribution company 
problems and the development of pipeline 
safety codes. 
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Exchange Calls 


And. Gossip 


Doerfer Named to FCC 


re C. DorrFer, of West Allis, Wis- 
consin, chairman of the Wisconsin 
Public Service Commission, was nomi- 
nated by President Eisenhower last 
month to be a member of the Federal 
Communications Commission. 

Doerfer was nominated to the unex- 
pired term of Eugene H. Merrill of Utah, 
whose nomination was withdrawn on 
March 20th. Merrill was serving under 
a recess appointment from former Presi- 
dent Truman. 

* 


Walker Defends FCC Policy 


EGISLATIVE rule making by a regula- 
tory commission was defended by 
Federal Communications Commission 
Chairman Walker at hearings before the 
House Interstate Commerce Committee 
last month. The committee has been en- 
gaged in scrutinizing the procedures and 
practices of Federal regulatory bodies. 
Representative Schenck (Republican, 
Ohio) noted that the Communications 
Act of 1934 was a relatively brief docu- 
ment when compared with the orders, 
rules, and regulations of FCC. Schenck 
asked whether such rules and regulations 
should be submitted to Congress in order 
to test their conformity with congres- 
sional intent. 

Chairman Walker thought such a pro- 
cedure would be unnecessary, pointing 
out that Congress could call upon the 
FCC at any time to determine if congres- 
sional intent were being violated. Chair- 
man Wolverton (Republican, New Jer- 
sey) declared that it would be impos- 
sible for Congress to attend to all the de- 
tails of checking the rules and regulations 
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by the method proposed by Schenck and 
agreed with Walker that FCC officials 
could be summoned if it were deemed 
necessary. 

Nevertheless, dissatisfaction with some 
of the commission’s actions, particularly 
with respect to color TV, was expressed 
by members of the committee. Full hear- 
ings on this matter are expected to be 
called in the near future. “At times I 
have been greatly shocked by actions 
taken by commissions” as interpretation 
of congressional intent, Wolverton said. 
“T have felt at times that the commissions 
did ‘legislate.’ ” The committee chairman 
said that he has now come to the conclu- 
sion that this is part of court and Federal 
agency procedure at present. 


a to a question as to the 
common carrier status of TV, 
Walker replied that since radio broad- 
casting and TV are not considered a 
monopoly, they are not regulated as 
“common carriers.” Walker was also 
questioned on the possibility of improv- 
ing rural telegraph service. Representa- 
tive Springer (Republican, Illinois) 
cited the need for improvement of serv- 
ice in small communities with populations 
ranging from 3,000 to 15,000. Springer 
said he understood the problem of serv- 
ice was owing to a lack of revenues. He 
said he had heard that American Tele- 
phone and Telegraph Company earned 
$70,000,000 through its teletype and 
TWX service and raised the question of 
possible integration of these services 
with those of Western Union with a view 
to helping Western Union improve its 
rural service. 

Walker said that if an attempt were 
made to improve telegraph service gen- 
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erally, such a plan of integration sug- 
gested by Springer would certainly be 
considered. Walker doubted, however, 
that it would help rural areas, pointing 
out that they are largely dependent upon 
telephone service and that all telegrams 
are “phoned in.” Attention was called to 
the fact that the $70,000,000 “earnings” 
cited by Springer were revenues and not 
profit. Integration would not necessarily 
bring additional revenues to enable West- 
ern Union to open agency offices in rural 
areas. 

Walker told Representative Hale (Re- 
publican, Maine) that the telegraph busi- 
ness has been at a disadvantage, lacking 
enough revenues to maintain stations 
and agencies where they should have been 
maintained. He added that trends in the 
telegraph industry noted five years ago 
had not been reversed. 


od 


Phone Companies Purchase 
Private Wire Facilities 


HE Federal Communications Com- 
mission has approved the purchase 
of the Phillips Petroleum Company’s pri- 
vate wire communications facilities by 
two operating units of the Bell telephone 
system and the General Telephone Com- 
pany of the Southwest. The approval 
was based on an application filed jointly 
by the Southwestern Bell Telephone 
, Mel the Long Lines Department of 
the American Telephone and Telegraph 
Company, and General Telephone. 
Under terms of an agreement outlined 
in the application, the telephone com- 
panies would purchase approximately 
10,000 miles of circuits and 1,300 miles 
of pole line. The telephone companies 
plan to supplement Phillips’ facilities 
with their own to provide the petroleum 
company with a more extensive network 
of telephone and teletypewriter services. 
The projected network would connect 
Phillips’ installations and offices in 
Arkansas, Illinois, Kansas, Missouri, 
New Mexico, Oklahoma, Texas, Louisi- 
ana, Indiana, Colorado, Wyoming, Utah, 
Idaho, Montana, and Washington. It 
would consist of a 75-circuit private line 
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telephone system serving more than 100 
pumping stations and offices, with addi- 
tional lines to connect field locations and 
remote offices. In all, 9,100 miles of pri- 
vate line telephone circuits will be pro- 
vided. 

To permit fast-written communica- 
tions, six private line teletypewriter cir- 
cuits serving 26 cities also will be made 
available. This 4,500-mile private tele- 
typewriter system will be supplemented 
with teletypewriter exchange service. A 
Bell telephone system spokesman said, 
“Flexibility of the Bell system’s nation- 
wide network of radio-relay, cable, and 
wire facilities will increase dependability 
by making it possible to reroute circuits 
in emergencies.” 


Higher Nevada Rates Approved 


N*, telephone rates—higher than 
those sought by the Bell Telephone 
Company of Nevada in 1950—have been 
rejected by the Nevada Public Service 
Commission. At the same time, however, 
the commission said it would approve the 
rate raise sought by the company in 1950 
and first rejected by the commission. 

The rate increases sought by the com- 
pany in 1950 were turned down by the 
commission, but the utility took the case 
to the Nevada Supreme Court and won 
a favorable decision, In its 1950 rate ap- 
plication, the company made no mention 
of increasing coin-box calls from five to 
ten cents. Under the new tariffs sub- 
mitted to the commission early last 
month, business and residence phone 
bills would have been increased 75 cents 
a month over the amount originally re- 
quested. 

The chairman of the Nevada commis- 
sion had sought an opinion from the 
state attorney general on whether the 
new proposals were legal in light of the 
supreme court decision, and whether the 
commission should order into effect the 
new rates or those originally asked by the 
company. Commission Chairman Rob- 
ert A. Allen pointed out that the new 
rates had never been considered either 
by the commission or the courts, 
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Financial News 
and Comment 


By OWEN ELY 


Proposed Merger of Puget 
Sound-Washington Water Power 


ie the past decade the private 
utilities in the Northwest have 
been “between two fires.” On the one 
hand, some of them had to depend on 
Bonneville for a good part of their power 
supply, especially as they were emerging 
from holding companies and were not in 
strong position (as were the big Cali- 
fornia utilities) to finance expansion pro- 
grams. On the other hand, being in a 
state somewhat noted for public owner- 
ship trends, they were subject to con- 
demnation proceedings brought by pub- 
lic utility districts and municipalities, to 
obtain parts of their properties. The re- 
lations between the PUD’s and the pri- 
vate utilities have been enmeshed with 
state politics for a decade or more. The 
situation has been complicated by (1) 
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the insatiable demands for power in the 
area, due to the needs for irrigation and 
for production of aluminum, atomic en- 
ergy plants, and other defense activities, 
coupled with the rapid growth of the 
area; and (2) the fact that hydro power 
furnishes a substantial part of the sup- 
ply of electricity and is subject to the 
usual fluctuations. 

The Bonneville Power Administration 
recently forecast a power shortage in the 
Northwest of some 3,000,000 kilowatts in 
1960-61, even if Federal funds are made 
available to complete the projects on the 
Columbia river on schedule; however, 
if funds should also be forthcoming for 
early starts on certain new projects 
(many of them controversial) it estimat- 
ed the deficiency would be reduced to 
360,000 kilowatts. This forecast seems to 
follow the former propaganda “line” of 
the Interior Department in disparaging 
or ignoring the part which private pow- 
er might play in expanding the over-all 
generating capacity of an area. In the 
Northwest the situation has become acute 
because the aluminum industry was en- 
couraged to come into the area to obtain 
cheap hydro power, while adequate fu- 
ture power was not assured by a com- 
bined program of public and private de- 
velopment. 


nN President Frank McLaughlin points 
out in the annual report of Puget 
Sound Power & Light for 1952, “the 
seat of the power supply difficulty lies in 
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the fact that, although the Federal gov- 
ernment long ago assumed the responsi- 
bility of major supplier for the region, 
it has failed to keep installed capacity 
adequate to provide for load growth. The 
lack of a clear-cut Federal power policy 
and of an orderly, well-co-ordinated, 
long-range program geared to the re- 
quirements of the region, including the 
defense effort, has been emphasized by 
Puget for some time. Since the national 
elections last November there have ap- 
peared in press releases various pro- 
posals which seek local instead of Fed- 
eral control of the development and op- 
eration of major generation facilities on 
the Columbia river and its tributaries. 
It is believed that such proposals have 
fundamental merit if pursued on the 
premise that Congress and the several 
states will take such action as is neces- 
sary to assure to the region adequate low- 
cost power with all customers treated 
alike.” 

Why haven’t the private utilities 
played a larger rdle in developing power 
in the Northwest ? One reason would ap- 
pear to be that the development of hydro 
power has been so largely in the hands 
of the Federal government ; Idaho Pow- 
er has probably been held back by the dis- 
pute over the Hell’s Canyon develop- 
ment, but Washington Water Power in 
1952 virtually doubled its hydro capaci- 
ty by building the Cabinet Gorge plant. 
Portland General Electric has apparent- 
ly been content to obtain nearly three- 
quarters of its supply from the North- 
west Power Pool (in the twelve months 
ended June 30, 1952). Pacific Power & 
Light in this period obtained 56 per cent 
of its needs from the pool, Washington 
Water Power 33 per cent, Utah Power 
& Light 24 per cent, and Puget Sound 
Power & Light only 6 per cent. The 
power thus furnished to the private utili- 
ties through the pool was supplied 85 
per cent by Bonneville and 15 per cent 
by Montana Power, Idaho Power, and 
British Columbia Electric. 


HILE Puget Sound Power & Light 
has thus been in a relatively strong 


position with respect to its power needs, 
it has been continuously harassed by 
PUD’s and the municipalities. In 1948 
the company sold parts of its property 
to the PUD’s for about $14,000,000, and 
in 1949 for $16,500,000 ; in 1951 its elec- 
tric properties in the city of Seattle were 
sold to the municipality for $26,800,000. 
There are PUD’s in 8 of the 11 counties 
in which the company now operates, and 
in 6 of them condemnation actions are 
pending against portions of the Puget 
Sound property, in addition, 6 munici- 
palities have filed such suits. As Presi- 
dent McLaughlin stated a year ago, 
“These condemnation actions impose a 
death sentence, . . . There is no other 
private utility in the country which is 
victimized as is Puget.” 

Puget’s performance in the past decade 
has been remarkable: Net income in 
1952 remained about the same as in 1943, 
despite the facts that (1) net plant ac- 
count had declined about 10 per cent; 
(2) Puget had been forced in recent 
years to dispose of electric properties 
which, at the time they were sold, ac- 
counted for about 60 per cent of electric 
revenues ; (3) electric revenue per kilo- 
watt hour had decreased some 16 per 
cent since 1943 ; and (4) wage rates, ma- 
terial costs, and taxes had about doubled 
during the period. If some $1,000,000 of 
excess steam costs had not been incurred 
in 1952 (which will be recovered through 
higher rates in 1953) net income for 
1952 would have been almost 15 per cent 
over that of 1943. 


R. McLauGHLIn finally decided that 

the best way out of the company’s 
difficulties would be to sell Puget’s re- 
maining property as a unit to the PUD’s, 
rather than have it dismembered piece- 
meal. After many years of political quib- 
bling permissive state legislation had 
been enacted and tested in the courts. A 
proposal for the sale of Puget to seven 
PUD’s was engineered by Guy Meyers, 
who some years previously had acted as 
agent for the Nebraska Public Power 
System in buying the private utilities in 
that state, A large banking group headed 
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by Halsey, Stuart & Co. was formed to 
handle the sale of PUD revenue bonds, 
but the deal was beset by one difficulty 
after another. First, Whatcom county 
withdrew from the group, preferring to 
make a separate purchase, and later Kit- 
sap County PUD withdrew from direct 
participation. 

The banking group finally proposed 
the sale of $107,050,000 revenue bonds, 
to be issued jointly by public utility 
district Nos, 1 of Chelan, Jefferson, Ska- 
git, Snohomish, and Thurston counties 
in the state of Washington. The stock- 
holders of Puget Sound ratified the pro- 
posed sale at a special meeting on Oc- 
tober 27, 1952, and it looked as though 
the sale would be consummated. 


N the meantime, however, Washing- 
ton Water Power Company on Oc- 

tober 9th sent Puget a letter proposing 
negotiations to work out a merger be- 
tween the two companies. Since the PUD 
sale was so close to consummation, 
President McLaughlin at that time was 
not disposed to consider merger nego- 
tiations. 

Apparently, President Robinson of 
Washington Water Power decided to 
apply “pressure tactics’—in any event 
the PUD sale became clogged in a maze 
of litigation, first in Boston in connec- 
tion with the stockholders’ meeting, and 
later in the state of Washington where 
the Kitsap County PUD became the cen- 
ter of legal controversy. To quote Puget’s 
1952 report to stockholders : 


Due to lawsuits and other obstruc- 
tive actions by opposition interests— 
obviously master-minded and backed 
by Washington Water Power—it has 
not been possible for a banking group 
to complete the necessary financing 
with the result that the consummation 
of the district purchase has been de- 
layed. The PUD’s are endeavoring to 
have the pending litigation diligently 
prosecuted so there will be final de- 
termination of the issues by the state 
supreme court at the earliest possible 
date. It is the opinion of company, 
PUD, and bond counsel, that the Kit- 
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sap and Thurston lawsuits lack basic 
merit and are groundless. 


Halsey, Stuart & Co., heading the 
banking group, attempted to proceed 
with the sale of the bonds with a pro- 
vision for delayed delivery subject to 
clearance of litigation (as had been suc- 
cessfully done with a large issue of turn- 
pike bonds), but this finally proved im- 
practicable. The purchase agreements 
with the PUD group expired February 


27th but Mr. McLaughlin obtained an 


extension to July 31st; in the meantime 
he announced that he would conduct 
merger negotiations with Washington 
Water Power and that the PUD agree- 
ment would be terminated immediately 
if a merger was arranged. 


wo informal proposals had earlier 

been made by Kinsey Robinson of 
Washington Water Power for an ex- 
change of shares. The first, made Oc- 
tober 9th, consisted of two alternative 
proposals, one for a share-for-share ex- 
change, and the second for one share of 
Washington and $27.50 cash for each 
two shares of Puget. In January the plan 
was amended to provide that Puget 
stockholders could either make an even 
exchange or receive $27 cash per share. 
These proposals proved unsatisfactory to 
Frank McLaughlin of Puget, he terming 
them inadequate, invalid, and unwork- 
able. 

On March 16th it was announced that 
the directors of Washington Water Pow- 
er had approved a new merger offer, as 
follows: Each share of Puget Sound 
would receive one-half share of new 
Washington Water Power convertible 
cumulative $1.28 preferred stock, and 
one-half share of common. Puget stock- 
holders also would have the right to ask 
for $27 per share cash in lieu of the pack- 
age of new securities, but if the number 
of Puget stockholders electing cash com- 
bined with those voting against the merg- 
er should exceed 50 per cent of the to- 
tal Puget common stock outstanding, the 
merger would not become effective. This 
provision was to assure a nontaxable 
status for the exchange of shares. 
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The new convertible preferred stock 
would be callable at 27 on thirty days’ 
notice, with right of conversion to the 
call date. It would be convertible for 
sixty days after the effective date of the 
merger on a share-for-share basis, for 
three years thereafter at the rate of 1.1 
preferred shares for each share of com- 
mon, for the next three years at the rate 
of 1.2 preferred shares, and thereafter at 
the rate of 1.3 shares for 1 common. 

If the plan is approved by the directors 


= 


of Puget Sound as anticipated, it will 
then need approval by the FPC and by 
the utility commissions of the states of 
Washington and Idaho, while the SEC 
will have to pass upon the registration 
statement. Finally, the stockholders of 
both companies will have to give their 
approval of the merger. 


| ee announcement of the new 
plan, Washington Water Power 
common was selling on the New York 


PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS 
UTILITY SECURITIES 
December 1, 1952, to February 28, 1953 


Amount Description 


Date (Mill.) 
12/2 $165 
12/3 15.0 
12.0 
Ohio Power Co. Ist 3#s, 1983 
Iowa-Ill. G.&E. 1st 3%s, 1983 


or i) 
SNON 
i) 


Cons. Edison Ist 34s, 1983 


0 
0 
0 
40.0 
0 
0 


N 
An 


Preferred Stocks 


<A 


Ohio Edison 4.44% 
Northern Indiana P. S. 44% 
Ohio Power 4.40% 
Iowa-Illinois G. & E. $4.36 
Southwestern P. S. 4.60% 


ee 


SNNASHTM 
omooooounm 


— 


Southwestern Electric Service 
Ohio Edison 

Consumers Power 

West Penn Electric 
Minneapolis Gas 

Louisville Gas & Electric 
Southwestern Public Service 


Ne 
PANW ORD, 
wWwwhwoanl 


2/4 
2/19 


Mortgage Bonds and Debentures 


Cons. Gas E.L. & P. Conv.Deb. 34s, 1967 100 
Florida Power Corp. Ist 3%s, 1982 .... 
Kansas City P.&L. Ist 34s, 1983 


Southwestern P.S. Ist 34s, 1978 
Tennessee Gas Trans. Ist 44s, 1973 .... 


Iowa Southern Util. Ist 3%s, 1983 
Niagara Mohawk Power Gen. 34s, 1983 


Western Nat. Gas 5% Conv. ($30 par) 


Illinois Power 4.42% ($50 par) 
Equitable Gas 4.50% Conv. ... 


Common Stocks—Subscription Rights 


ee 102 


South Carolina E. & G. ....... 


eeeeeee 


Price Under- Offer- 

To writing mg Moody 
Public Yields Rating 
3.25% 

3.28 
3.18 
3.24 
3.25 
3.44 
4.03 
3.38 
3.73 


101.80 


102.60 
101.75 


30 
102.50 
100 
103 
102.13 
100 
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9.2% 
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Common Stocks—Other New Money Sales 


Toledo Edison 

Southern California Edison 
Illinois Power 

Niagara Mohawk Power 


1/14 3 
1/16 17.8 
2/5 9 
2/17. 27.5 


*Not underwritten. 
**Special underwriting arrangement. 
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Stock Exchange around 30, and Puget 
Sound overcounter around 27. Wash- 
ington’s new convertible preferred stock 
would (when issued) obviously sell ini- 
tially around the same level as the com- 
mon, and might have an estimated price 
“floor” around 27, at which price it 
would yield about 4.74 per cent. It is 
estimated that if all the convertible pre- 
ferred were converted into common 
(which of course could be forced by call- 
ing the stock for redemption) the merged 
company would have about 54 per cent 
debt and 46 per cent equity ratio, ex- 
cluding intangibles. We estimate that 
this strong capital structure would per- 
mit senior financing of as much as $100,- 
000,000 future construction while still 
maintaining a 30 per cent equity ratio. 
With 1953 earnings for each of the 
two companies estimated around $1.80 
a share, pro forma combined share earn- 
ings after the merger would be at the 
same level. If a future expansion pro- 
gram of about $100,000,000 were to be 
financed through issue of senior securi- 
ties only, the earnings potential of the 
new common stock could probably be 
raised to an estimated $2.30 (assuming 
6 per cent earnings on the new plant). 
However, it may be noted that Washing- 
ton Water Power had previously been 
expected to pay partially tax-exempt div- 
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idends for four years starting in 1954. 
The merger would have the effect of de- 
ferring and reducing, or possibly even 
eliminating, this benefit, it is reported. 


Sd 
New Indexes of Natural Gas 
Stock Prices and Yields 


oopy’s INVESTORS SERVICE is now 
compiling a new series of weekly 
indexes for prices and yields of natural 
gas companies, and these are also com- 
piled on a monthly basis by the American 
Gas Association. Three categories of 
companies have been selected to repre- 
sent the natural gas industry in the new 
indexes. The first includes 30 companies 
whose stocks are traded on organized ex- 
changes or have an active over-the- 
counter market. This group includes 10 
transmission companies, 10 distribution 
companies, and 10 companies having 
both transmission and distribution fa- 
cilities. Another group includes the 10 
companies with transmission operations 
and the third index comprises the 10 dis- 
tributing gas utilities used in the over-all 
index. The table at top of page 513 
shows some of the figures issued by the 
AGA. 
The average price for 30 natural gas 
companies’ stocks on February 27th 
was about 8 per cent higher than a year 
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“ 1952-53 1952-53 
vail 2/27/53 High Low 
en Prices 
3 30 Natural Gas Stocks* ....... 29.32 29.32 25.97 
10 Gas Transmission Stocks .... 36.27 36.33 30.96 
10 Gas Distribution Stocks ... 20.54 20.89 19.07 
Fg Yields 
30 Natural Gas Stocks* ......... 481% 5.39% 4.48% 
Ww 10 Gas Transmission Stocks ... 4.49 5.23 3.86 
ly 10 Gas Distribution Stocks ... 5.16 5.19 4.74 
al *Includes 20 gas transmission and distribution stocks included above, 
- & plus stocks of 10 integrated gas companies. 
n 
of e 
» earlier. However, since dividend pay- ing 1951-52 for the natural gas utilities, 
‘ ments had increased 11 per cent, the and for the entire gas utility industry. 
| average yield was slightly higher than a Despite the warm winter weather, reve- 
E year earlier. The charts on page 512  nues of natural gas utilities increased 22 
) show the trend of quarterly revenues dur- per cent in the last quarter of 1952. 
- e 
. & 
- FF FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 
ei — =~ hare Earnings*—— 
1 é 1952 3/19/53 Divi- Price- Div. 
Rev. Price dend Current cont % In- 12 Mos. Earn.- Pay- 
i (Miil.) About Rate Yield Period crease Ended Ratio out 
$206 S American Gas & Elec.... 32 $1.50# 4.7% $2.39 13% Jan. 13.4 63% 
! 27 O Arizona Public Service .. 17 20 «5.3 1.40 61 Jan. 12.1 64 
6 O Arkansas Mo. Power.... 20 110 5.5 1.51 23 =Sept. 132 73 
23 S Atlantic City Elec. ...... 27 130 48 1.82 14 Jan. 148 71 
5 O Bangor Hydro-Elec. ..... 28 1.60 5.7 1.87 D3 Dec. 15.0 86 
20 Bove 6 &E. .....<5 52 3.25¢ 6.3 4.13 31 =Dec.’51 12.6 97 
3 O Black Hills P.&L....... 22 128 58 1.86 11 Jan. 11.8 69 
79 B Boston Edison .......... 53 280 53 3.30 4 Dec. 161 85 
15 A California Elec. Pr. ..... 10 60 6.0 89 117 Dec. 11.2 67 
14 O Calif. Oregon Pr. ...... 27 160 59 1.72 18 Jan. 15.7 93 
48 § Carolina P.&L......... 42 200% 48 2.95 15 Feb. 142 68 
21 S Cen. HudsonG.& E.... 13 70 54 85 37 Dec. 15.3 82 
t 14 O Central Ill. E.&G...... 27 1.30 48 2.30 8 Sept. 11.7 57 
f 2 S Central Ill. Light ....... 42 2.20 52 2.93 3. Feb. 14.3 75 
oe @ Gee BE Bok 600 ia<es 21 1.20 5.7 1.55 5 Sept. 13.5 77 
8 O Cent. Louisiana Elec. ... 43 2.00 4.7 3.06 19 Dec. 141 65 
25 O Central Maine Power ... 20 120 6.0 1.42 D1 _sFeb. 14.1 85 
SS S Central & S.W. ........ 21 100 48 1.60 19 Dec. isi ¢ 
8 O Central Vermont P. S... 15 84 5.6 1.05 2 Feb. 143 80 
83 S Cincinnati G. & E. ...... 40 200# 5.0 2.80 1 Dec. 143 71 
5 O Citizens Utilities ........ 12 40a 6.3a 85 21 Sept. 141 42 
87 S Cleveland Elec. Illum. ... 52 2.60 5.0 3.45 12 Dec 15.1 75 
2 O Colorado Cent. Power .. 20 112 5.6 1.38 11 Sept. 145 81 
34 S Columbus & S.O.E. ..... 27 140 5.2 2.07 34 ~=Dec. 13.0 68 
304. S Commonwealth Edison .. 37 180 49 2.25 17 Dec. 164 80 
7 A Community Pub. Ser. ... 20 1.00# 5.0 1.69 NC Nov. 118 59 
1 O Concord Electric ........ 34 2.40 7.1 1.89 D25__—sC—ODee. 18.0 127 
50 O Connecticut L. & P..... 16 88F 5.5 .6** Di Jan. 16.7 92 
17 O Connecticut Power ...... 39 2.25 58 2.36 1 Dec 165 95 
435 S Consol. Edison .......... 40 2.20 5.5 2.63 20 Dec. 15.2 84 
91 S Consol. Gas of Balt. .... 27 140 52 1.79 10 Dec. 15.1 78 
137 S Consumers Power ....... 38 «= 2.00 S53 2.66 1 an. 143 75 
a S tte F. & by «22.0 38 2.00 5.3 2.85 16 ec. 13.3 70 
23 S Delaware P. & L. ...... 25 1.20 48 1.75 4 Dec. 14.3 69 
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Share Earnings*. 
. 3/19/53 Divi- - Price- 
(Continued) Price dend vent %In- 12 Mos. Earn.- 
About Rate ield Period crease Ended Ratio 
Dette G. & B. ....c000 1.40 , 1.52 Dec. 
Detroit Edison 1.73 _ 
Duke Power 2.51 ec. 
Duquesne Light 2.10 Dec. 
El Paso Electric 1.95 Jan. 
Empire Dist. Elec. ...... Oct. 
Fitchburg G. & E. ...... Dec. 
Florida Power Corp. .... Dec. 
Peetwee F. & ba sevcssee Dec. 
General Pub. Util. ...... Dec. 
Green Mt. Power 
Gulf States Util. ........ 
Faastfond EB. Li ...cccce 
Haverhill Electric 
Houston L. & P 
Idaho Power 
Illinois Power 
Indianapolis P. & L. .... 
Interstate Power 
Iowa Elec. L. & P. ..... 
Iowa-Ill. G. & E. ....... 
Iowa Power & Light ... 
Iowa Pub. Service 
Iowa Southern Util. ..... 
Kansas City P. & L. .... 
Kansas Gas & Elec. .... 
memens Fe. OLS ...6s 
Kentucky Utilities 
Lake Superior D.P. .... 
Lawrence G. & E. ...... 
Long Island Lighting . 
Louisville G. & E. ...... 
Lowell Elec. Lt. ........ 
Lynn G. & E 
Madison G. & 
Maine Public Service ... 
Michigan G. & E. ....... 
Middle South Util. ...... 
Minnesota P. & L. ...... 
Missouri Edison 
i 2 Sf ae 
Missouri Utilities 
Montana Power 
Mountain States Pr. ... 
New England Elec. ..... 
New England G. & E. .. 
New Orleans P.S. ...... 
Newport Electric 
N. Y. State E. & G. .... 
Niagara Mohawk Power. 
North American 
Northern Ind. P.S. ..... 
Northern States Pr. .... 
Northwestern P.S. ...... 
Ohio Edison 
Oklahoma G. & E. ...... 
Otter Tail Power 
Pace G, @ B. .ccccscce 
ye 38 eee 
Penn. Power & Light ... 
. Penn. Water & Power .. 
Philadelphia Elec. 
Portland Gen. Elec. 
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‘ 3/19/53 Cur- Share Earnings* Price- 
(Continued) Pri Div. rent Cur. % In- 12 Mos. Earns. 
Yield Period crease Ended Ratio 


1.35 Dec. 14.1 
2.29 Dec. 13.5 
1.92 Dec. 14.1 
2.40 Jan. 15.0 
2.07 Jan. 
79 Dec. 
1.50 Dec. 
3.10 Dec. 
65 Dec. 
Dec. 
Jan. 
Jan. 
- 
ec. 
Dec. 
Nov. 
Jan. \ 
Feb. 11.7 
Dec.’51 11.1 
Nov. 113 
14.0 
13.8 


Potomac Elec. Power ... 
Pub. Serv. of Colo. ..... 
Pub. Serv. E. & G. ..... 
Pub. Serv. of Ind. ...... 
Public Serv. of N.H. ... 
Public Serv. of N.M. ... 
Puget Sound P. & L. ... 
Rochester G. & E. ...... 
Rockland L. & P. ...... 
St. Joseph L. & P. ...... 
San Diego G. & E. ...... 
Scranton Electric 

Sierra Pacific Pr. ...... 
So. Calif. Edison 

So. Carolina E. & G. .... 
Southern Colo. Pr. ...... 
Southern Company 

So. Indiana G. & E. .... 
Southern Utah Power .. 
Southwestern E. S. ..... 
Southwestern P.S. ...... 
Tampa Electric 

Texas Utilities 

Toledo Edison 

Tucson G.E.L.&P. ...... 
Union Electric of Mo. .. 
United Illuminating 
Upper Peninsula Pr. .... 
Utah Power & Light ... 
Virginia E. & P. 
Washington Water Pr. .. 
West Penn Elec. ....... 
West Penn Power 
Western Lt. & Tel. ..... 
Western Mass. Cos. .... 
Wisconsin Elec. Pr. ..... 
Wisconsin P. & L. ...... 
Wisconsin Pub. Ser. .... 
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Averages 


Foreign Companiestt 


173 Amer. & For. Power ... / ’ X 
Brazilian Trac. L.& P. .. ; . 2.47 : . 
Gatineau Power , ‘ 1.30 Dil ; ‘ 92 
Mexican L. &@ P. ....<5. 44 193 — 
Quebec Power 20 / / 1.28 10 " J 78 
Shawinigan Water & Pr. F A 1.91 4 22.0 76 
Winnipeg Electric 46 \ 2.26 D7 ~——Dec.’51 20.4 106 


B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town ex- 
change. S—New York Stock Exchange. D—Decrease. NC—No comparable figures available. 
*If additional common shares have been recently offered, earnings are adjusted to give effect to 
the offering. Percentage change is in the balance available for common stock. Tax savings re- 
sulting from accelerated amortization of defense facilities are excluded (when separately re- 
ported). tEstimated (rate irregular or includes extras). ¢{With exception of American & For- 
eign Power, these stocks are also listed in Canada, and the Canadian prices are here used. (Curb 
prices are affected by exchange rates, etc.) **Based on average number of shares. a—Also reg- 
ular annual 3 per cent stock dividend, which is included in the yield. (b)—North American Com- 
pany distributed one-tenth share of Union Electric of Missouri on January 20th; another one- 
tenth will be paid about a year later, and a full share in about two years. 
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What Others Think 


How Should Defense Plant “Tax 
Savings” Be Treated? 


Hers last month before the Fed- 
eral Power Commission on proper 
accounting for accelerated tax deprecia- 
tion brought forth varied comment from 
utility representatives. The hearings 
were called to determine whether the 
FPC should adopt any special rule on 
the accounting or rate regulatory treat- 
ment of the so-called “tax savings” re- 
sulting from the accelerated tax amorti- 
zation provision in the Internal Revenue 
Code. The issue arises from the Federal 
government’s defense industrial expan- 
sion program. Under this program, com- 
panies are permitted within five years to 
charge off for income tax purposes all or 
part of the cost of facilities certified as 
needed for the defense effort. The nor- 
mal tax write-off period is around twenty 
years. FPC records show that, up to Feb- 
ruary, electric and gas utilities were given 
rapid write-off certificates of $1.7 billion 
on facilities estimated to cost $3.9 bil- 
lion. This program was described by a 
House subcommittee in 1951 as “the big- 
gest bonanza that ever came down the 
government pike.” 

But the utilities argued at the hearing 
that the program merely permits a delay 
in paying the taxes. They contend it will 
net them nothing in the long run if Fed- 
eral taxes remain stable and maintain it 
was the intent of Congress that the prop- 
erty owners and not the consumers 
should get the benefits. However, the 
FPC staff counsel, Francis J. Walsh, 
took the position that public utilities stand 
to get a windfall of hundreds of millions 
of dollars—at the expense of their cus- 
tomers—if they are permitted special 
treatment of defense tax benefits. Walsh 
argued that utilities should be allowed to 
claim for rate-making purposes only nor- 
mal or true depreciation and actual taxes 
paid. He stated that if utilities are per- 


mitted to treat these tax benefits as ex- 
penses in computing their rates, it could 
result in a loss of between $654,000,000 
and $1.9 billion to consumers in the form 
of interest over a 30-year period. 


a Be. electric and gas utilities were by 
no means agreed on the question of 
adoption by the FPC of a policy-making 
rule with respect to treatment of rapid 
tax amortization for rate-making pur- 
poses. Interstate natural gas pipeline 
companies in general favored a rule 
which would spell out the commission’s 
position. Electric utilities, however, 
feared that such a rule would compli- 
cate their problems with state regulatory 
bodies, 17 of which have already issued 
rulings on accounting or rate making in 
connection with the tax benefit program. 
Spokesmen for Rockland Power & Light 
Company, whose operations are wholly 
intrastate, thought that no such rule 
should be adopted for companies like 
Rockland, since it would inevitably con- 
flict with regulatory treatment prescribed 
in each state. Conflict and confusion 
would result. It was pointed out that the 
Natural Gas Act and Federal Power Act 
were conceived as supplements to, and 
not substitutes for, state regulation. 

Pacific Power & Light Company, Del- 
aware Power & Light Company, and 
Philadelphia Electric Company took a 
similar stand. They held that no rule was 
necessary and that the FPC should not 
attempt to impose its views on state com- 
missions, They recommended that FPC 
continue to consider each case on its 
merits. FPC staff counsel seemed to 
agree to this, but insisted that an account- 
ing rule should be adopted which would 
require utilities to pass on their tax sav- 
ings to their customers in the form of 
rate reductions, 
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WHAT OTHERS THINK 


_ gas and electric utilities were 
practically unanimous in their oppo- 
sition to this proposal. In a preliminary 
statement filed with the commission, at- 
torneys for Panhandle Eastern Pipe Line 
Company declared that the primary ob- 
jective of § 124A of the Internal Reve- 
nue Code (providing for rapid tax amor- 
tization) was to encourage rapid defense 
expansion, regardless of postamortiza- 
tion use. 

This statute, they contended, applies 
to all companies, regulated and non- 
regulated, and both should be treated in 
the same manner. They said that Con- 
gress intended to give holders of certifi- 
cates of necessity the elective right to 
recover the entire tax benefit from amor- 
tization of their investment in certified 
facilities during the first five years of use. 
It was plainly intended that capital in- 
vested in property be recovered out of 
earnings, they held. “Nothing could more 
directly defeat this purpose than fixing 
the rates of a regulated company to re- 
flect a reduction in earnings in the exact 
amount of the intended tax benefit. Yet 
this would be the precise effect of ad- 
herence to the principle of ‘taxes paid’ in 
computing the cost of service.” 

Utility attorneys charged that the 
adoption of such a principle would be 
an improper interpretation of the Nat- 
ural Gas Act and would cause both that 
act and § 124A of the Internal Revenue 
Code to operate unequally against regu- 
lated companies taking accelerated amor- 
tization. They held that the purpose of 
Congress can be accomplished only 
through a procedure which reflects an 
increase in taxes actually paid by a com- 
pany using the certificate during the 
amortization period by the amount of the 
additional tax that would have been paid 
in the absence of accelerated amortiza- 
tion; and which reflects a decrease in 
taxes actually paid in the postamortiza- 
tion period by the amount such taxes 
have been increased by the absence of 
ordinary depreciation. Panhandle recom- 
mended that the commission determine 
a general policy rule prescribing such a 
treatment of accelerated amortization for 
rate-making purposes, but did not feel 


that any accounting rule was necessary 
or appropriate. 


HE city of Kansas City, Missouri, 

supported the opposing argument. 
Its spokesmen stated that Federal income 
tax savings in any one year should be re- 
flected in fact in the accounts of public 
utilities for that year. This would bring 
about a substantial decrease in Federal 
income tax expenses of the utility for 
that year. Excess earnings of public util- 
ities for each of the five years in ques- 
tion would therefore result and should 
be passed on to the ratepayers in 
the form of rate reductions. It was 
pointed out that the Interstate Commerce 
Commission approved this method last 
year. A. R. Colbert, chairman of the Na- 
tional Association of Railroad and Util- 
ities Commissioners’ committee on ac- 
counts and statistics, also recommended 
such a method at the NARUC’s Little 
Rock, Arkansas, convention in 1951. 

The utilities argue that applying Fed- 
eral income tax savings over a 5-year 
period distorts earnings and gives an in- 
correct picture of financial status to the 
public, They contend that, after tax sav- 
ings are used in the first five years, ad- 
ditional depreciation occurs which may 
require rate increase applications. Addi- 
tional amounts required to pay income 
taxes, occasioned by the inability of pub- 
lic utilities to deduct depreciation ex- 
penses over the normal service life of 
the plant after the first five years, will be 
comparatively small each year and should 
not require any rate increases; but even 
so, the ratepayers should foot the bill at 
that time. 

Attorneys for Kansas City pointed out 
that no one knows what taxes will be 
after five years, or what the earnings of 
a particular public utility will be, or what 
rates will be, or whether Federal and 
state regulatory commissions will change 
their rules after five years and eliminate 
the surplus account for the benefit of 
public utilities. Under the plan recom- 
mended by the utilities, they stated, no 
benefit will accrue to ratepayers. On the 
other hand, the utilities will have had 
millions of dollars of cash contributed to 
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them by the Federal government, pro- 
cured interest free. If the national budget 
is to be balanced, the income tax savings 
to public utilities must be paid by all tax- 
payers of the nation, especially by the 
users of public utility services; yet the 
ratepayer who makes the contribution 
gets nothing in return. 

The Kansas City attorneys argued fur- 
ther that the method proposed by the 
utilities violates the intent of Congress, 
which was to provide Federal income tax 
savings during the present national high 
Federal income tax period. They said 
that by applying the income tax savings 
now, the public utilities will earn a rea- 
sonable rate of return, permitting rate 
reductions for the consumers, and thus 
avoiding rate increases during the 5-year 
period. Under the utility plan, they 
stated, only the stockholders and security 
holders benefit. 


N a letter to the commission, Ralph S. 
Trigg, acting assistant director of 
production, Office of Defense Manage- 
ment, underlined what seems to be the 
main point of the tax savings argument. 


PUBLIC UTILITIES FORTNIGHTLY 


Trigg noted that the prospects of tem- 
porary cash savings from accelerated tax 
amortization “assist greatly in the unus- 
ually heavy financing for the accelerated 
expansion programs and are often re- 
flected in the terms of the financial com- 
mitments undertaken.” He added: 


It must be apparent that if the ad- 
ministrative practices of a regulatory 
agency of the government have the ef- 
fect of nullifying the benefits extended 
to concerns in the regulated industries 
under the tax amortization statute, 
there is a clear danger that the co-op- 
eration of those industries in expan- 
sion necessary to national defense will 
not be forthcoming. The investment of 
private funds in the needed facilities 
would probably not be made, at least 
as soon as the interests of national de- 
fense require. 


“Furthermore,” Trigg concluded, “the 
persuasive authority of a Federal ruling 
on this point might well extend that con- 
cept to state regulation with a conse- 
quent increase in the danger.” 

—F. M. 








¢ ‘Ww: dare take a chance on responsible freedom. We are 
not afraid to trust free enterprise to be enterprising. 
Its record is our assurance of further progress. 
“Through the star dust and sweat of the American system 
have come the highest standard of living in history. 
“King Solomon in all his glory never drove to work in an 
automobile or watched a baseball game on television. The Queen 
of Sheba in all her splendor never enjoyed the luxury of nylon 


stockings. 


“Bay Staters invented the telephone, cotton gin, sewing ma- 
chine, vulcanized rubber, quick-freeze, shoe machinery, and 
many other boons that have enriched modern life.” 
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—SINcLAIR WEEKS, 
Secretary of Commerce. 
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In General 


Offer Irks Canada 


UnitTep STATEs offer of compensa- 
tion for tapping the Columbia river 
system’s hydro power just south of the 
British Columbia border is not re- 
garded as adequate, General A. G, L. 
McNaughton said recently. 

General McNaughton, Canadian co- 
chairman of the International Joint 
Commission, told the House of Com- 
mons External Affairs Committee that 
he was hopeful the United States would 
“come a long, long way” from its present 
position. He declined to make the 
United States terms public because of 


the early stage of negotiations through 
the commission, which controls the use 
of boundary waters. 

The proposed United States develop- 
ment would be at Libby, Montana, south 
of British Columbia on the Kootenai 
river, part of the Columbia system, It 
would develop 1,000,000 kilowatts from 
a dam that would back up a huge lake 
into British Columbia territory. 

General McNaughton said the United 
States, hungry for hydro power, is will- 
ing to pay Canada for the project “in 
almost any currency except power.” On 
the other hand, British Columbia wanted 
some of the power. 


California 


Power Bill Passed 


HE state assembly recently added its 
approval to the senate resolution 
aimed at persuading Pacific Gas and 
Electric Company and Southern Cali- 
fornia Edison Company not to transmit 


energy Nevada has contracted for with 
the U. S. Bureau of Reclamation. 

It was argued that California needs 
all the power it can get and that a short- 
age already has cost the state its two 
magnesium plants. 


Colorado 


Oil and Gas Production Tax 
Passed 


N oil and gas production tax ranging 
from 2 per cent for low-producing 


wells to a top of 5 per cent, to raise an 
estimated $2,000,000 in additional reve- 
nue annually, was given final passage by 
the state legislature recently and sent to 
the governor for signature. 


Connecticut 


Senate Confirms Commissioners 


HE state senate last month con- 
firmed and sent to the house the 
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renominations of three incumbent state 
public utility commissioners—Eugene S. 
Loughlin, Frederick H. Holbrook, and 
Henry B. Strong. All are Republicans. 
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PUBLIC UTILITIES FORTNIGHTLY 


Two Democratic senators assailed the 
GOP for naming men to the commission 
who did not have experience in the public 
utility field. One of the senators said 
there should be minority representation 
on the commission. 


Legislature Repeals Act 


to state legislature last month 
enacted a bill to repeal an act mak- 
ing stockholders of telegraph, telephone, 
and electric light and power companies 
liable for the debts of such companies. 


hal 


District of Columbia 


Votes Bill for Area 
Transit Body 


HE Senate Interstate Commerce 

Committee recently gave unanimous 
approval to a bill establishing a Wash- 
ington area commission to regulate pub- 
lic transportation within the city and 
across state lines. 

The measure, authored by Senator 
Edwin C. Johnson (Democrat, Colo- 
rado), calls for appointment by the 
President of three residents from the 
Washington metropolitan area to sit as 
a regulatory body over the area’s street- 
cars, busses, taxicabs, and sight-seeing 
vehicles. 

Such powers would be taken away 
from the District of Columbia Public 
Utilities Commission and the Interstate 
Commerce Commission. Operations en- 
tirely within Virginia or Maryland would 
continue under the control of state regu- 
latory bodies. 


Gas Rate Boost Urged 


HE staff of the District of Columbia 

Public Utilities Commission last 
month recommended that the Washing- 
ton Gas Light Company be given a 
$715,000, or 4 per cent, annual rate in- 
crease to meet a new rise in the wholesale 
price of gas. 

This figure, urged by the commis- 
sion’s chief accountant and auditor, was 
said to be exactly the amount of the 
wholesale price increase that went into 
effect last February. It is about 85 per 
cent of the $843,000 requested by the 
company. 

Officials said this proposal would mean 
an increase of 62 cents in the average 
monthly bills of home owners heating 
with gas and 14 cents for other domestic 
customers. 

The company was given a rate increase 
last May, largely because of previous 
wholesale price costs. 


Maine 


Commissioner Nominated 


oo T. Prxe of Lubec was nomi- 
nated by Governor Cross last month 
to be a member of the state public utili- 
ties commission. The governor said he 
intends to designate Pike as chairman 
when he is confirmed by the executive 
council and sworn in. 


The 6l-year-old Pike is taking the 


* 


important state post after a career 
in Federal government, which included 
membership on the Securities and Ex- 
change Commission and the Atomic 
Energy Commission. 

Cross named him to complete the un- 
expired term of Frank E. Southard of 
Augusta, who resigned. The term ends 
December 29, 1956. 


Massachusetts 


Governor Seizes Gas Company 


when there appeared to be no immediate 


possibility of a solution in the dispute 


Cyr Herter last month seized between 375 employees and manage- 
the Worcester Gas Light Company ment of the company. The company was 
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THE MARCH OF EVENTS 


seized by the governor under the Slichter 
Law, ending the second strike of em- 
ployees in seventeen days, but he said 
he planned no further immediate action. 
It was his hope, he said, that the employ- 
ees and company officials would reach 
a solution themselves. 


Officials of the United Mine Workers, 
District 50, had called the strike follow- 
ing failure to reach agreement under the 
direction of a moderator. 

Company management was reported 
willing to arbitrate only under a Slichter 
Law clause. 


ie 
North Carolina 


Rate Base Change Sought 


DENTICAL bills introduced in both 

branches of the state legislature last 
month would establish the base used in 
determining public utility rates as the 
original cost of the property less allow- 
ances for depreciation or obsolescence, 
rather than the present procedure of bas- 
ing rates on the reproduction cost of the 
utility’s property. 

The proposed legislation would direct 
the state utilities commission to fix rates 
so the utility could “by economical and 
efficient management of its operation... 
earn from such services a fair return 
upon its rate base so determined.” 


A “fair return” would be interpreted 
as an amount sufficient to cover deprecia- 
tion, taxes, interest on indebtedness, 
operating expenditures, dividends on 
preferred stock, “reasonable” dividends 
on common stock, and “a sufficient addi- 
tion to surplus to enable such common 
carrier or utility to attract upon reason- 
able terms such additional capital as it 
may require in order to render adequate 
service.” 

One of the sponsors of the new legis- 
lation said the present state statute was 
adopted in 1899 and is an almost exact 
replica of a rule which was abandoned 
by the U. S. Supreme Court about 
fifteen years ago. 


Pennsylvania 


Directed to Refund Excess 
Rates 


Te state public utility commission 
recently affirmed a 1951 order which 
cut a Duquesne Light Company annual 
rate increase by $4,163,688, and again 
directed the utility to make refunds to 
398,000 consumers who paid the exces- 
sive charges for ten months. 

The company was ordered to submit 
by June 30th a breakdown of the refunds, 
estimated at $3,400,000, showing the 


exact amount due each customer between 
January 10th and October 21, 1951. 

The utility raised its rates by $7,720,- 
612 on January 20, 1951, but cut the 
increase to $3,556,924 the following 
October 21st as directed by the commis- 
sion. Rates reflecting the cut are now in 
effect, and the company has proposed a 
new $4,787,000 increase which the com- 
mission suspended for six months until 
next September Ist, pending investiga- 
tion and public hearings. 


> 
Virginia 


Seeks Gas Rate Hike 


i be: Virginia Electric & Power Com- 
pany last month asked for an 
increase in rates to its natural gas cus- 
tomers in the Hampton Roads area. The 
state corporation commission recently 


set a public hearing in the case for April 
21st at Richmond. Vepco is asking for 
permission to raise its minimum charge 
from $1 to $1.50 and other increases to 
raise its net return on investment from 
the less than 3 per cent it reported for 
last year. 


521 APR. 9, 1953 


Progress of Regulation 


FPC Jurisdiction to License Private Construction of 
Power Project at Roanoke Rapids Upheld 


NGRESSIONAL approval of a compre- 

hensive plan for development of the 
Roanoke river basin containing express 
authorization of certain projects did not, 
according to the Supreme Court, remove 
from the licensing jurisdiction of the Fed- 
eral Power Commission a power site at 
Roanoke Rapids. The effect of this de- 
cision is to sustain the order of the com- 
mission in (1951).87 PUR NS 469 
granting a power project license to Vir- 
ginia Electric & Power Company. The 
order had been affirmed by the United 
States Court of Appeals for the Fourth 
Circuit in (1951) 91 PUR NS 366. 

The Secretary of the Interior and the 
Virginia REA Association had chal- 
lenged the authority of the Federal Pow- 
er Commission to grant the license. They 
claimed that Congress, by approving a 
comprehensive plan set out in the Flood 
Control Act of 1944, had withdrawn all 
eleven sites proposed for development in 
the plan, including Roanoke Rapids, 
from the licensing jurisdiction of the 
commission and had reserved them for 
public construction. 

Justice Frankfurter, delivering the 
opinion of the Supreme Court, noted that 
Congress had approved the general plan 
and had authorized construction of Buggs 
Island and Philpott reservoirs. The op- 
ponents of the project asked the court to 
read the word “approved” as a reserva- 
tion of the site for public construction 
and a withdrawal of the site from licens- 
ing authority. But he replied: 


Read together with other legislative 
action concerning water resources and 
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with the history of Federal activity in 
that regard, congressional “approval” 
without more cannot be taken, we 
think, to indicate in this case more 
than a legislative finding that the pro- 
posed projects, no matter by whom 
they may be built, are desirable and 
consistent with congressional stand- 
ards for the ordered development of 
the nation’s water resources. Such a 
finding has meaning in conveying the 
congressional purpose and expressing 
a congressional attitude. Concretely, it 
means that Congress has adopted a 
basic policy for the systematic develop- 
ment of a river basin. 


Congress, the court continued, did not 
withdraw as to the whole river basin its 
general grant of continuing authority to 
the Federal Power Commission to act as 
the responsible agent in exercising the 
licensing power of Congress. Moreover, 
it was said, a principal responsibility of 
the commission has always been that of 
determining whether private construc- 
tion is consistent with the public interest. 
It was not for the court to intimate a 
preference between private or public con- 
struction, nor was the court asked to re- 
view the propriety of the commission’s 
determination that private construction 
was in harmony with the comprehensive 

lan. 
‘ The court was simply asked to de- 
cide whether Congress had withdrawn 
from the commission the power to decide 
this question. 

The court found no merit in a conten- 
tion that the commission was required by 
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§ 7(b) of the Federal Power Act to 
recommend public construction of the 
project. A report of the Corps of Engi- 
neers did not clearly recommend that all 
projects be constructed by the United 
States and the commission’s concurrence 
in that report, said the court, could not 
provide a basis for invoking the provi- 
sions of § 7(b). That section is a direc- 
tion to the commission not to approve a 
private application for a project ‘affect- 
ing any development of water resources 
which, in the judgment of the commis- 
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ro- Ss by water users against 
om a utility’s plan of gradually convert- 
ind § ing its entire system to metered service 
id- § were partially sustained by the New 





York commission. The company had di- 














of 
1a & vided its territory geographically and had 
he § commenced installing meters in one bill- 
ng § ing district. It planned to install about 
it § 1,000 meters per year until it had con- 
a § verted every consumer from flat rate to 
p- §j metered service. All new consumers were 
to receive metered service. 

The company explained its plan by 
ot § saying: 
“ _ . . that it would be impossible to 
. complete conversion of all unmetered 
. service in any short period of time, 
. and its intention was to select rela- 
f tively heavy consumption areas where 





installation of additional water supply 
facilities would be necessary to meet 
demands under unmetered conditions. 







The consumers’ complaints, according 
to the commission, were founded “either 
in the fear that charges under metered 
service would be higher than flat rate 
service or in the belief that partial or 
progressive conversion of a limited por- 
tion of the territory is not fair to the 
consumers therein as compared with the 
great majority of consumers in the re- 
maining areas.” 

The commission, after directing a re- 
duction in the metered rate so as to 
make the annual charges for average 
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sion, should be undertaken by the United 
States itself. Primary responsibility for 
enforcement of provisions of § 7(b) must 
remain with the commission. 

Justice Douglas, with the concurrence 
of the Chief Justice and Justice Black, 
dissented. He said that Roanoke Rapids 
is a power site belonging to the Federal 
government and now surrendered to pri- 
vate power interests under circumstances 
that demand a dissent. United States v. 
Federal Power Commission, Nos. 28, 29, 
March 16, 1953. 


z 


Discriminatory Aspects of Gradual Conversion to Metered 
Water Service Considered 


consumption paid by a metered user sub- 
stantially the same as the charges for flat 
rate users of a similar amount of water, 
answered the consumers’ complaints. As 
to the fear of excessive costs under 
metered rates, the commission pointed 
out that while the complaint was well 
founded under existing rates, the charges 
would not be excessive under the rates 
approved in this proceeding unless the 
consumer used unusually large quantities 
of water and was “one of the very ones 
who are taking advantage of the flat rate 
service as compared with and to the pos- 
sible detriment of their more conserva- 
tive neighbors.” 

On the claim that the gradual con- 
version on a geographical basis was dis- 
criminatory, the commission said: 


On the other hand, there is no doubt 
but that partial or piecemeal conver- 
sion has the objectionable features of 
forcing delineations of the territory 
with differing treatment of consumers 
depending upon the section in which 
they may happen to reside, Part of this 
difficulty can and will be overcome by 
providing in the tariff that any resi- 
dential customer desiring metered 
service may receive such service under 
the appropriate tariff provisions. 


General opposition to the installation 
of meters on the ground that the purpose 
of meters is to conserve water and that 
since there was no need for conservation 
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there was no need for metering, was 
dispelled by the commission with this 
comment : 


If we remember correctly, the same 
argument against conservation was 
made in respect to the buffalo and the 
passenger pigeon, We know that dur- 
ing the current season the water situa- 
tion was such that the company was 
forced to ask the customers not to 
sprinkle, and we know that local au- 
thorities of Long Island are engaged 
in a program of returning water to 
the water table to main it, We think 


e 


Working Capital Considered in Passing on 
Bond Issue to Discharge Notes 


4p New York commission author- 
ized a gas and electric corporation 
to issue first mortgage bonds to dis- 
charge outstanding promissory notes, the 
funds from which were used for construc- 
tion purposes. The issuance of the bonds 
would increase the ratio of bonds to total 
capitalization to slightly over 50 per cent. 
The corporation could issue preferred 
and common stock at a future date. 

The corporation was authorized to sell 
the bonds on a privately negotiated basis 
rather than by a public offering with 
competitive bidding. Testimony ade- 
quately supported the claim that the 
terms of the proposed private sale were 
the best procurable in the present market 
for the type of securities involved. The 
3.30 per cent yield to the purchasers of 
the proposed bonds compared most favor- 
ably with current market yields of 3.25 
per cent to 3.41 per cent for contem- 
porary securities having an A rating is- 
sued by other utilities in the past few 
months. 

The company proposed to use the pro- 
ceeds not only to discharge outstanding 
promissory notes but also to reimburse 
the treasury for money expended for 
capital additions or for increased work- 
ing capital requirements. The record was 
not conclusive as to the propriety of the 
company’s claims as to each working 
capital item, although evidence tended to 
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support the policy adopted by the com- | 
pany of maintaining reserve supplies of | 
critical materials at its gas and electric | 
generating plants. 

For example, the claimed investment 
for a reserve coal pile, which was equiva- | 
lent to the fuel requirements at its steam 
plant for a 90-day period, priced at the 
average cost of coal to the corporation, 
was not deemed excessive, particularly in 
view of the past unstable conditions in 
the fuel industry and the problem of 
transporting the commodity. 

A contention that costs connected with 
the issuance of capital stocks should be 
considered as funds invested in working | 
capital requirements was, however, con- | 
sidered of doubtful propriety. The claim | 
was presumably based on the theory that, 
since the corporation was required to use 
moneys from its treasury, rather than 
proceeds from stock issues, for the pay- 
ment of capital stock expenses, the 
amount of its working capital was 
reduced. 

The commission admitted that it was 
necessary for the corporation to obtain 
the funds for such expenditures from 
some source, but no proof was offered 
that their payment from current funds 
affected the normal working capital re- 
quirements. Nor was any proof offered 
that the funds used for this purpose were 
not obtained from surplus earnings or 


that every possible effort should bey ft 

made to conserve the water resources} V! 
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present plan of converting one geographi-§ 
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from some source other than those pro- 
viding funds for construction purposes, 
such as depreciation accruals and short- 
term loans. The commission said that it 
should not be inferred, however, that the 
company was not entitled to request au- 
thority to reimburse its treasury for 
funds expended in connection with 
capital stock expenses. It could do so if 
the requirements of the statute were 
complied with in all respects. 

In discussing the company’s request 
for reimbursement of funds utilized in 
paying capital stock expenses, the com- 
mission pointed out that it has in the 
past authorized the use of proceeds from 
the issuance of stock, bonds, and long- 
term notes for working capital purposes, 
although it has indicated that it would 
not permit the financing of capital stock 
expenses with debt securities. On the 
other hand, it has authorized the pay- 
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ment of capital stock expenses out of 
proceeds from the specific stock involved. 
In such cases it has insisted that gross 
proceeds, rather than net, be used in 
measuring the amount of reimbursable 
margin or capitalizable expenditures 
forming the basis for the issuance of ad- 
ditional securities. 

Other commissions have permitted the 
capitalization of funds required for work- 
ing capital purposes, but have directed 
that such funds be secured from stock 
issues, not bonds, The commission be- 
lieved that the company should be given 
an opportunity to present evidence in 
respect to the amount of its capitalizable 
expenditures, since a definite determina- 
tion should be made as to the amount of 
such expenditures in passing upon any 
subsequent application for the issuance 
of securities. Re Central Hudson Gas & 
E. Corp. Case 15986, December 9, 1952. 


e 


Railroad Passenger Deficit Consideration by Interstate Commerce 
Commission in Intrastate Freight Proceeding 


HE United States Supreme Court 

dismissed the contentions of the 
Florida commission that the Interstate 
Commerce Commission, in prescribing 
intrastate freight rates, should not con- 
sider passenger deficits and that the com- 
mission’s findings were not sufficient to 
uphold the rates prescribed. 

After reviewing the changing attitude 
of the Interstate Commerce Commission 
concerning the rdle of passenger deficits 
and freight rates, the court said that 
there was little doubt that the commis- 
sion could consider such deficits in pre- 
scribing interstate freight rates to meet 
over-all revenue needs. The problem was 
whether interstate or intrastate passenger 
deficits could be given weight in prescrib- 
ing intrastate freight rates. 

It was held that some considerations 
properly given weight by the commission 
in prescribing interstate freight rates 
would not be applicable equally to intra- 
state traffic, but that would not be a 
defense where, as here, there was no 
showing that the character of operating 
conditions in Florida intrastate traffic 
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differed substantially from that of inter- 
state passenger operations in the south- 
ern territory generally. Since the same 
economic principles applied, held the 
court, interstate or intrastate passenger 
deficits were properly given weight. 
The court further held that the find- 
ings of the commission were sufficient be- 
cause they showed that maintenance of 
existing intrastate rates would cause un- 
just discrimination against interstate 
commerce, The intrastate rates approved 
would not exceed a just and reasonable 
level. Existing intrastate rates were ab- 
normally low and were not contributing 
their fair share to the carrier’s revenues, 
thereby casting an undue burden upon 
interstate commerce, and the increased 
rates would constitute no more than a 
fair proportion of the carrier’s total in- 
come. It was further held that the com- 
mission’s jurisdiction over intrastate 
rates was not limited to cases where 
those rates were confiscatory, but that 
it was sufficient that the existing intra- 
state rates caused unjust discrimination 
against interstate or foreign commerce. 
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In a dissenting opinion it was said that 
the Interstate Commerce Commission 
may prescribe intrastate freight rates 
where the existing rates favored intra- 
state over interstate commerce or be- 
cause they failed to yield their fair share 
of the carrier’s revenue, but that such 
rates could not be prescribed because the 


carrier’s interstate passenger operations 
were losing money. There can be no 
basis for a finding of discrimination, it 
was said, because there is no relationship 
between intrastate freight rates and in- 
terstate passenger operations. King et al. 
v. United States et al. December 22, 
1952. 


e 


Suspension of Needed Rate Increase until Service Is Improved 


Amounts to 


HE Ohio Supreme Court reversed a 
commission order authorizing in- 
creased telephone rates upon the condi- 
tion that the company improve its facili- 
ties and service. The court said that after 
a finding had been made that existing 
rates were inadequate, the action of the 
commission in conditioning the new rates 
on service improvement amounted to con- 
fiscation. 
The court commented further on this 
question in these words: 


A utility to survive must receive a 
fair return on its property. Otherwise 
capital will not be attracted to furnish 
the funds for the new equipment need- 
ed to meet the demands of increased 
population and the consequential neces- 
sity for increased service. The com- 
mission’s order as made has the effect 
of creating serious difficulties for the 
company. A situation is present where 
the company needs an increase in rates 
to attract capital to buy new equipment 
and to meet increased demands, and 
the commission says, in effect, “we 
will give you the new rates to attract 
the new capital to purchase new equip- 


Confiscation 


ment when you show that you have 
installed the new equipment.” Adop- 
tion of such an attitude would ham- 
string the utility. 


A condition in the commission order 
that the company obtain commission ap- 
proval before declaring and paying divi- 
dends was carefully considered. The 
court ruled that where a utility pays divi- 
dends out of earned surplus, the commis- 
sion lacks the power to interfere with in- 
ternal policies and management by re- 
quiring the company to obtain commis- 
sion approval before declaring and pay- 
ing dividends. 

A complaint by the company that the 
commission erred in conducting a rehear- 
ing on its rate application in the city in 
which it operated instead of at the state 
capital was overruled by the court. The 
commission, the court said, has broad dis- 
cretionary powers as to both the conduct 
and the place of its hearings. The de- 
cision to hear the matter in the locality 
most concerned with the subject matter 
was within the commission’s discretion. 
Elyria Teleph. Co. v. Public Utilities 
Commission, 110 NE2d 59. 


7 


Year-end Rate Base Improper for Expanding Plant 


HE New Hampshire Supreme Court 

held that the commission erred when 
it used a year-end rather than an average 
year rate base in authorizing an electric 
rate increase for an expanding plant. The 
allowed return of 5.65 per cent was up- 
held, however, in view of findings that 
the cost of money to the company was 
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5.45 per cent at the end of the year. 

The court said that if a year-end rate 
base is not related to year-end income in 
an expanding plant, recognition is not 
given to growth, increased productivity, 
and earnings for a full year. The de- 
termination of additional revenue to pro- 
duce a reasonable return in such an ex- 
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panding utility could not fairly be calcu- 
lated by using a year-end rate base and 
average earnings from the preceding 
year. The rate base should relate to the 
period for which earnings are being test- 
ed. 

The difference between the year-end 
and the average rate base might be in- 
ferred to be an amount allowed by the 
commission for attrition. While attrition 
is a factor for which allowance may be 
made, the court concluded that there was 
no justification for such an inference in 
this case. It involved considerable con- 
jecture in view of the absence of express 
commission findings. It was equally 
plausible that attrition was considered 
and allowed in the rate of return, along 
with embedded costs, and the necessity 
to maintain credit and to attract capital. 
If so, the allowance of this amount might 
result in a double recognition of attrition 
in both the rate base and the rate of re- 
turn, producing a larger return than was 
intended. 

The company argued that the commis- 
sion acted improperly in refusing to ac- 
cept reproduction cost evidence. The 
court pointed out that in the absence of 
a statute requiring otherwise, such evi- 
dence may be disregarded if the com- 


mission thinks it is not entitled to any 
weight. The dominant standard of the 
state statutes is that rates shall be just 
and reasonable. This, the court said, al- 
lows the commission to consider or re- 
ject evidence of reproduction cost. If the 
commission determines a just and rea- 
sonable rate base and a just and reason- 
able rate of return, the company cannot 
complain because the method adopted 
does not give weight to reproduction cost. 

In discussing the question of ac- 
celerated amortization under the Federal 
Defense Production Act, the court said 
that whether income tax savings result- 
ing from accelerated amortization author- 
ized under the act should be treated as 
true net income or placed in a special 
account against future increased tax 
liability is an accounting problem. The 
company had not, at the time of the rate 
proceeding, voted to accept and exercise 
certificates authorizing accelerated amor- 
tization. 

The state commission may properly 
retain jurisdiction of the matter to issue 
such orders as it considers necessary 
when and if the company later decides to 
accept the certificates, according to the 
court. Chicopee Mfg. Co. et al. v. Public 
Service Co. 93 A2d 820. 


z 


Other Important Rulings 


HE United States District Court for 

Northern Texas, in dismissing a car- 
rier’s suit for an injunction against an 
Interstate Commerce Commission order 
awarding certificates to competitors, 
ruled that an attack by the carrier on the 
manner in which the examiner conducted 
the hearings was not entitled to any con- 
sideration inasmuch as the carrier had 
indicated its complete satisfaction with 
the examiner, whose decision was in its 
favor, and actually complimented the ex- 
aminer because of his accuracy and fair- 
ness. Wales et al. v. United States et al. 
108 F Supp 928. 


The United States District Court for 
Western Pennsylvania refused to enter- 
tain a proceeding to enjoin a state com- 
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mission from prosecuting a proceeding 
against a carrier based on violations of 
the carrier’s operating authority where 
the state court had obtained jurisdiction 
over the carrier prior to the institution 
of the Federal court proceedings since 
“as a matter of comity as well as law... 
(the carrier) should exhaust its reme- 
dies in the state courts before resort is 
had to a Federal court.” Atlantic Freight 
Lines, Inc. v. Pennsylvania Pub, Utility 
Commission, 109 F Supp 385. 


In an electric rate proceeding de- 
scribed as “a case history of the serious 
impact of inflationary costs on a com- 
pany faced with a relatively inelastic de- 
mand for service in some categories and 
a shortage of supply for those categories 


APR. 9, 1953 








PUBLIC UTILITIES FORTNIGHTLY 


of service whose demands are expand- 
ing rapidly,” the Wisconsin commission 
found that a 6.2 per cent return was rea- 
sonable, Milwaukee v. Milwaukee Gas 
Light Co. 2-U-3609, February 16, 1953. 


The Civil Aeronautics Board, in pass- 
ing on rates for an air carrier, indicated 
that it proceeds on the same principles as 
other regulating bodies and that it was 
not improper for it to include a return 
element in fixing a “need” mail rate un- 
der § 406 of the Civil Aeronautics Act. 
Re Northwest Airlines, Docket No. 2539 
et al. January 13, 1953. 


The Civil Aeronautics Board ruled 
that an air carrier tariff barring claims 
for injury to or death of any passenger, 


unless written notice is presented to the 
carrier within thirty days of the event 
giving rise to the claim, was unjust and 
unreasonable. Re Continental Charters, 
Docket No, 5573, January 16, 1953. 


A United States District Court dis- 
missed an action by a motor carrier to 
recover against the Federal government 
for shipping services rendered the gov- 
ernment during World War II on two 
grounds: (1) The 6-year statute of lim- 
itations had run against the claim; (2) 
the shipment could have been considered 
as falling within either of two classifica- 
tions and the government satisfied its 
obligation in full when it paid the lower 
of the two possible rates. Hughes Transp. 
Inc. v. United States, 109 F Supp 373. 
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NEW YORK PUBLIC SERVICE COMMISSION 


Re Niagara Mohawk Power Corporation 


Case 16077 
February 10, 1953 


PPLICATION by electric company for permission to exercise 
y \ franchise in area completely surrounded by its existing 
service area; granted. 


Certificates of convenience and necessity, § 76 — Electric service — Economic 


feasibility of service. 


1. The question of the economic feasibility of utility service in a specific 
locality, considered by itself, should not be controlling in determining whether 
or not a public utility should be authorized to exercise a franchise in the 


area, p. 65. 


Service, § 148 — Duty to serve — Economic feasibility. 
2. Prospective utility customers should not be given or refused service sole- 
ly because of the judgment of utility officials as to whether the prospective 
business will or will not, judged by itself, be profitable, since any utility has 
the responsibility of serving customers in its own territory or territory which 


logically belongs to it, p. 65. 


APPEARANCES: Harry G. Slater, 
Assistant General Counsel, Syra- 
cuse, for Niagara Mohawk Power 
Corporation; Charles S. Tracy, 
County Attorney, Speculator, for the 
town of Morehouse. 

Eppy, Commissioner: This is an 
application for permission to exercise 
an electric franchise in the town of 
Morehouse, Hamilton county, granted 
November 12, 1952. 

At the present time the town of 
Morehouse is the only portion of the 
county of Hamilton in which there is 
not an electric franchise. The terri- 
tory is entirely surrounded by territory 
served by Niagara Mohawk, and it 
would be far from economically feasible 
for any other company to serve the 
territory. The town had a total per- 


[5] 


65 


manent population in 1950 of 104 
people, but it has a much larger popula- 
tion during the vacation season. 

The company presently has applica- 
tions from 105 prospective customers 
as well as an expected street lighting 
contract from which it would estimate 
revenues for the first year of approx- 
imately $5,000. 

To serve these customers it will be 
necessary for the company to erect 
a distribution system estimated to cost 
about $60,000, and, in addition, 
strengthen its existing feeders to the 
boundary of the town. Much of the 
latter work is desirable to give existing 
customers good service. 

[1, 2] Considering the investment 
and maintenance it may be argued, at 
least in the initial period, that the 
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exercise of this franchise will not result 
in a productive source of revenue. 
However, the availability of electricity 
will unquestionably aid in the develop- 
ment of the area. The question, how- 
ever, of the economic feasibility of 
service in a specific locality considered 
by itself should not be controlling. 
The territory is entirely surrounded 
by the territory of Niagara Mohawk. 
There is no other company which can 
serve the area. At the hearing a large 
delegation of representatives of the 
town appeared and indicated its needs. 

We think that any electric utility has 
the responsibility of serving customers 
in its own territory or territory which 
logically belongs to it, as in the present 
case where the town is entirely sur- 
rounded by the franchise territory of 


Niagara Mohawk. Prospective utility 
customers should not be given or re- 
fused service solely because of the 
judgment of utility officials as to 
whether prospective utility business 
will or will not, judged by itself, be 
profitable. This state is rightfully 
proud of a policy which was first 


adopted by the legislature in 1930 of F 


aiding rural areas in obtaining elec- 
tricity from privately owned utilities. 

The approval of this franchise is in 
the public interest. 


Conclusion: 

An appropriate order should be 
entered approving the exercise of the 
franchise granted by the town of 
Morehouse, Hamilton county. 





NEW YORK PUBLIC SERVICE COMMISSION 


Re Niagara Mohawk Power Corporation 


Case 16064 
February 10, 1953 


PPLICATION for authority to exercise electric franchise upon 
d \ acquisition of works and system of another electric com- 
pany; granted. 


Certificates of convenience and necessity, § 89 — Electric company — Rate factor. 
An electric company which had acquired the works and system of another 
electric company serving a village was authorized to exercise a franchise in 
that village where the operation would result in a material reduction in 


electric rates. 


APPEARANCE: Harry G. Slater, As- 
sistant General Counsel, Syracuse, for 
Niagara Mohawk Power Corporation. 


Eppy, Commissioner: This is a 


petition for permission to exercise an 
97 PUR NS 66 


electric franchise granted by the village [ 
of Edwards, St. Lawrence county, on ff 
December 2, 1952. Petitioner is pres- [) 
ently furnishing electricity in the vil- 


lage under a franchise granted Decem- 
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ber 8, 1909, for a period of fifty years, 
which franchise was acquired by peti- 
tioner on October 22, 1952, under au- 
thority of an order of this Commission 
dated September 22, 1952, in Case 
15908 in a proceeding which sought 
approval of the acquisition of the works 
and system of the Edwards Electric 
Light and Power Company. 

The company presently serves some 
217 customers in the village. It has 


: operated the system since its purchase 


for only two months during which time 
the sales amounted to approximately 
53,000 kilowatt hours producing rev- 


| enue of $1,463.77. 


4 
| 


j 


The new franchise is in the com- 


| pany’s standard form and is perpetual. 


The company agrees, if the exercise of 


this franchise is approved, to surrender 
its existing franchise which expires in 


1959. 


Discussion: 

The company was authorized to 
take over the territory covered by the 
new franchise by a recent order of this 
Commission. Taking over the terri- 
tory resulted in a material reduction of 
electric rates. Approval of the new 
franchise is in the public interest. 


Conclusion: 

An order should be entered ap- 
proving the exercise of the franchise 
granted December 2, 1952, conditioned 
upon the surrender of the present exist- 
ing franchise. 





ARKANSAS PUBLIC SERVICE COMMISSION 


Re Arkansas Louisiana Gas Company 


Docket No. U-443 
November 17, 1952 


PPLICATION by gas company for authority to increase rates to 
i ‘ large industrial customers; modified rate increase and 
reparation ordered. 


Valuation, § 25 — Rate base — Date of determination. 








1. Average figures during the year should be used in the determination of 
a rate base and not the year-end figures, p. 71. 


Valuation, § 68 — Unamortized difference between purchase price and original 
cost of property. 

2. A utility may include in its rate base the amount remaining in Account 
100.5, representing the difference between the price paid for utility property 
and the original cost to the party first devoting the property to public use, 
but the amount remaining in this account should be reduced by the cumu- 
lative deduction representing the amortization of this amount which has 
been charged to expenses through preceding years, p. 71. 


Valuation, § 224 — Construction work in progress — Inclusion in rate base. 
3. Physical properties which have been under construction and which are 
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actually placed in service prior to the end of the year should be included 
in the rate base, p. 72. 

Valuation, § 373 — Nonproductive gas leaseholds. 
4. Nonproducing gas leaseholds are properly includible in a rate base 
where it appears that, to assure an adequate gas supply, the company is re- 
quired continuously to explore and develop new leases and to acquire addi- 
tional reserves to protect the future needs of its customers, p. 72. 


Valuation, § 299.1 — Working capital allowance — Tax accruals — Burden of 
proof. 
5. No allowance should be made for working capital when testimony as 
to the method used in arriving at cash working capital is conflicting and the 
utility fails to show that income taxes collected from customers are not 
sufficient for working capital needs, p. 72. 


Valuation, § 104 — Rate base — Adjustment to depreciation reserve — Fully de- 
preciated abandoned property. 
6. The depreciation reserve account of a gas utility should be reduced by 
the amount at which an abandoned compressor station, which has been fully 
depreciated, is included in the depreciation reserve account, so as to effect 
an increase in the rate base by such amount, p. 73. 


Valuation, § 234 — Property not used for general service — Gas facilities used for 
sales to other utilities. 

7. Gas producing properties were found to be improperly classified as non- 
utility property where the gas produced by these properties was the same 
kind as that used in the company’s admitted utility operations and where it 
appeared that the fields were purchased and developed as a reserve for 
future utility business; but the results of these operations were not prop- 
erly classifiable to the company’s revenues and expenses applicable to large 
industrial customers, where the sales from the gas fields in question were 
all sales to other utilities and were not sales to ultimate consumers, p. 73. 

Revenues, § 11 — Utility or nonutility operation. 
8. The net revenues from gas properties used for sales to other utilities were 
excluded from consideration in a rate proceeding for the purpose of de- 
termining proper rates for industrial customers, even though properties 
were utility in nature, because of the fact that the sales were really not 
sales to ultimate consumers but were sales for resale, p. 73. 


Apportionment, § 4.1 — Natural gas property — Expenses. 
9. In attempting to arrive at a proper rate base for the industrial customers 
of a natural gas utility, it is necessary to arrive at some method of alloca- 
tion to determine what portion of the company’s total property is diverted 
to the use of these customers and what portion of its expenses is associated 
with service to them, p. 75. 


Apportionment, § 4.1 — Gas plant and expenses — Allocation to industrial cus- 
tomers. 
10. A method of allocation of the plant and expenses of a gas utility between 
large industrial customers and other customers, under which transmission 
costs were distributed to customer groups on the basis of use of pipeline 
capacity during peak periods, and under which production and purchased 
gas costs were distributed on the basis oi annual volume delivery, was ap- 
proved notwithstanding the fact that service to industrial customers was in- 
terruptible and could be discontinued if the needs of other customers so 
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RE ARKANSAS LOUISIANA GAS CO. 


required, because of which characteristic customers were required to main- 
tain expensive standby equipment, p. 75. 

Revenues, § 7 — Byproduct profits of affiliate. 
11. Customers of a gas company are entitled to credit for the profits real- 
ized by a wholly owned subsidiary of the holding company that owns 100 per 
cent of the stock of the gas company when such profits are from the sale of 
byproducts arising solely from admittedly utility production, p. 76. 


Return, § 101 — Natural gas — Industrial service. 
12. A return of 6 per cent on industrial service plant was found to be 
adequate for a natural gas utility, p. 77. 

Discrimination, § 109 — Gas rate increase — Application to only portion of in- 

dustrial customers — Contracts. 

13. A gas company would not be justified under the law in making its in- 
dustrial rate schedule applicable to only part of the customers in that cate- 
gory and at the same time withholding its application to others because 


of contract commitments, p. 77. 


Return, § 72 — Gas — Fair return on industrial service. 
14. The issue in a proceeding in which a natural gas utility seeks a higher 
rate for service to industrial customers is not whether the company is earn- 
ing a fair return on its properties, but specifically whether it is doing so on 
that portion devoted to service to industrial customers, p. 78. 


Valuation, § 250 — Rate base — Customer contributions in aid of construction. 
Statement that contributions by customers are not properly includible in 


a utility rate base, p. 71. 


Valuation, § 299.1 — Working capital allowance — Income taxes as an offset. 
Statement that there is an increasing tendency in utility rate cases to hold 
that accruals for income and other taxes which are paid by customers con- 
siderably in advance of the time for tax payments obviate the need for 
making a separate allowance for working in rate proceedings, p. 72. 


By the Commission: Arkansas 
Louisiana Gas Company, herein called 
“applicant,” is a public utility engaged 
in the production, transmission, and 
distribution of natural gas in North- 
ern Louisiana, East Texas, and Ar- 
kansas. 

Applicant’s utility customers are 
divided into three general classifica- 
tions under its rates schedules as filed 
with this Commission: domestic, com- 
mercial, and industrial. The availabil- 
ity clauses group customers on the 
basis of use of gas. Industrial custo- 
mers are those consuming gas under 


boilers, in kilns, and in manufacturing 
and processing operations. 

Classified by relative consumption 
the customers fall into two groups: 
(1) Domestic, commercial, and small 
industrial, and (2) 3-B type, large 
industrial customers, herein called 
“3-B.” During 1950 and 1951 the 
3—B customers used slightly more than 
one-half of the total system gas de- 
liveries. 

3-B consumers are those industrial 
customers whose use of gas is of a 
sufficiently uniform character and suf- 
ficiently large volume so that they will 
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benefit dollar-wise by taking gas under 
the 3-B schedule. Each industrial 
customer is free to choose the published 
industrial rate which best fits its con- 
ditions. Among the 3—B customers 
are the oil industries, brick companies, 
bauxite, aluminum, and other mining 
companies, creosote companies, furni- 
ture companies manufacturing furni- 
ture, and asphalt companies. The com- 
pany has forty-two 3-B customers, 
two of which are located in Louisiana, 
three in Texas, and thirty-seven in 
Arkansas. Applicant proposes to 
make uniform rates in the three states, 
with no distinctions or differentials as 
between the 3—B customers in Arkan- 
sas, Louisiana, or Texas. Because of 
their large consumption, these cus- 
tomers require special attention and 
service not needed by smaller con- 
sumers. 

Gas is delivered from the main 
transmission lines to the town border 
meter stations of each community 
served by the company, through 
which meter station the gas flows 
downstream into the company-owned 
City Plant Distribution facilities. 
Fifteen of the 3—B customers are served 
from city plant facilities and twenty- 
seven receive gas direct from the main 
pipelines of the company. These sub- 
groups are sometimes referred to in 
the record as “Distribution System and 
Main-line” customers, although for 
purposes of this opinion there are no 
distinctions between those subgroups. 

Prior to this proceeding, this Com- 
mission had not taken jurisdiction over 
the main-line customers. 

On April 14, 1950, applicant filed 
a revised 3-B rate schedule with the 
Commission. All consumers con- 


cerned were duly notified, and twelve 
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customers protested by filing com- 
plaints. In its order dated May 10, 
1950, the Commission suspended the 
rate schedules which were then placed 
into effect in June, 1950, by the post- 
ing of a bond by applicant as provided 
by law. This new schedule filed in 
1950 increased the rates of protestants. 
As of November 12, 1951, the new 
3—B schedule was revised by an addi- 
tional increase of 2 cents per thousand 
cubic feet, after applicant followed the 
statutory procedure of giving notice 
and posting an additional bond. 

Under these two rate increases in 
1950 and 1951 protestants have been 
increased from a low of % cents per 
thousand cubic feet to a high of 12.4 
cents per thousand cubic feet, the 
most of the protestants being increased 
between 5 cents and 7 cents. 

All sums in excess of what each of 
the affected customers would have paid 
under the 3—B rate schedule prior to 
1950 have been segregated by appli- 
cant and kept in a contingent reserve 
account per orders of this Commission. 

The staff of this Commission exam- 
ined the books and records of applicant 
in its principal office at Shreveport, 
Louisiana, and applicant has complied 
with all requests for information made 
by the staff and by complainants. 

Hearings were held on October 2 
and 3, 1951, April 8 and 9, 1952, and 
May 27 and 28, 1952. The case has 
been fully developed and has been sub- 
mitted to the Commission upon briefs 
of respective counsel. 

This Commission has carefully re- 
viewed the entire and voluminous rec- 
ords, the pleadings, and exhibits, and 
has studied the briefs filed by appli- 
cant and by certain private customers, 
herein sometimes called “protestants,” 
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RE ARKANSAS LOUISIANA GAS CO. 


and the brief of the Secretary of the 
Army on behalf of the United States, 
represented by the Judge Advocate 
General, hereinafter called the “Gov- 
ernment.” 

In their briefs the parties raised cer- 
tain specific issues, all of which will 
be discussed subsequently under ap- 
propriate headings. Essentially all 
issues presented for our determination 
fall into one category: Are the rates 
incorporated in the 3—B schedules ef- 
fective June, 1950, and November 12, 
1951, just, reasonable, and sufficient, 
and are the provisions of those sched- 
ules legal and equitable? 

The Commission finds : 


Jurisdiction 


The Commission has jurisdiction 
over applicant and all 3—B customers, 
including the ones served from the 
distribution system, as well as from the 
main transmission lines of applicant, 
and including the installations owned 
and operated by the United States at 
the Pine Bluff Arsenal and the Naval 
Ammunition Depot near Camden. 
The Government has appeared in this 
proceeding, filed pleadings and briefs, 
participated in the hearings, and has 
submitted to the jurisdiction of this 
Commission. 


The Rate Base 


Protestants contest several items of 
the rate base claimed by applicant, 
which will now be discussed. 

Contributions in Aid of Construc- 
tion. Applicant’s over-all rate base in- 
cludes contributions to construction 
made by its customers which were 
contributed by the customers in con- 
nection with the construction of certain 
property extensions. Applicant’s ex- 


hibits reflect an item of $667,390 for 
such contributions at the end of 1950, 
and $718,470 at the end of 1951. 
Protestants contend that contributions 
by customers are not properly includ- 
ible in a utility rate base. We think 
this contention is correct. However, 
the record reflects that these contribu- 
tions are almost 100 per cent appli- 
cable to distribution facilities and 
would have a negligible influence in the 
3-B rate base. Therefore, we think 
this issue may be disregarded. 

[1] Average Property during Year 
Instead of Year-end Figures. In de- 
termining the rate base for each year, 
applicant used year-end figures, instead 
of average plant investment during 
the year. We agree with protestants 
that average figures during the year 
should be used in the determination of 
the rate base and results for 1950, 
1951, and 1952. 


[2] 100.5. In 1950, in pursuance 
to orders of the Federal Power Com- 
mission, applicant wrote off of its 
books an amount of approximately $5,- 
000,000, which had been found to be 
properly classifiable in Account 100.5. 
The amounts in this account represent 
the difference between the price paid by 
applicant and the original cost to the 
party first devoting the property to 
public use. The amount in 100.5 was 
restored to its over-all rate base by 
applicant, for the purpose of this hear- 
ing, and the full amount was main- 
tained undiminished for all the years 
involved. 

However, applicant included in its 
expenses for each year one-fifteenth of 
the total amount in Account 100.5 un- 
der the theory that it has the privilege 
of amortizing the amount in this ac- 
count over a 15-year period. 
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& Light Co. supra, Account 100, which 


Since the amounts in 100.5 repre- 
sent arms’-length cost, this Commis- 
sion has followed the policy of allowing 
utility companies to earn a return on 
that portion of such investment which 
has not been recouped through expen- 
ses. Re Arkansas Power & Light Co. 
(1944) 55 PUR NS 129. We adhere 
to that ruling in this case. However, 
as protestants suggest, the amount re- 
maining in the account for each year 
should be reduced by the cumulative 
deduction which has been charged to 
expenses through the preceding years. 

[3] Construction Work in Prog- 
ress—Account 100.3. Applicant in- 
cluded in its rate base for each year 
the amount which was at that time in 
Account 100.3. The testimony on the 
part of applicant indicates that the 
physical properties represented by 
those amounts had been placed into 
service prior to the end of each year, 
and that the amount in Account 100.3 
had not been transferred to Account 
100.1, Gas Plant in Service, due to 
delays incident to assembling, record- 
ing, auditing, and transferring the bal- 
ances on the work orders. 


Protestants argue that these 
amounts should be eliminated be- 
cause the record shows that applicant 
capitalizes interest during construction. 
However, the record also discloses that 
the applicant does not capitalize such 
interest after the property goes into 
service and the interest so comprised 
is credited in the income account. 


It is our view that where physical 
properties are actually placed in service 
prior to the end of the year, the 
amounts in Account 100.3 representing 
such properties should be included in 
the rate base at the end of such year. 
Furthermore, in Re Arkansas Power 


97 PUR NS 72 


includes Sub-Accounts 100.3 and 
100.4, was included in determining the 
rate base of that company’s electric 
properties, and we believe it is proper 
to do so here. 

[4] Gas Plant Held for Future Use 
—Account 100.4. The amounts in 
this account represent principally non- 
producing leaseholds. We find from 
the testimony that to assure an ad- 
equate gas supply, applicant must con- 
tinuously acquire, explore, and develop 
new leases, and that the interest of its 
utility customers requires that it at- 
tempt to acquire additional reserves to 
protect the future needs of its cus- 
tomers. We find, therefore, the 
amount in this account is properly in- 
cludible in applicant’s rate base. 

[5] Working Capital. Applicant 
has included for each year the amount 
of $2,600,000 for working capital. 
This is made up of two amounts, one- 
half for cash working capital, and the 
remaining one-half to include an allow- 
ance for materials and supplies. 

As to the amount of $1,300,000 for 
cash working capital, the record indi- 
cates that the calculation used by ap- 
plicant would not produce $1,300,000, 
but approximately $500,000 less than 
that amount. There is an increasing 
tendency in recent cases which holds 
that accruals for income and other 
taxes which are paid by the customers 
considerably in advance of the time 
necessary for the company to make 
those tax payments obviate the need of 
making a separate allowance for work- 
ing capital in rate cases. Among those 
cases are: Re New York Teleph. Co. 
(NY 1950) 84 PUR NS 267; Re 
Monmouth Consol. Water Co. (NJ 
1949) 81 PUR NS 38; Re Michigan 
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Bell Teleph. Co. (Mich 1950) 85 PUR 
NS 327; Re Chesapeake & P. Teleph. 
Co. (Md 1950) 84 PUR NS 175; Re 
Southern Bell Teleph. & Teleg. Co. 
(Ky 1951) 88 PUR NS 1. 

It is the opinion of the Commission 
that because of the conflicting testi- 
mony of applicant as to the method 
used in arriving at cash working cap- 
ital, its failure to show that income 
taxes collected from customers were 
not sufficient for such needs under the 
authority of the cases above cited, ap- 
plicant has failed to sustain the burden 
of proof on its claim for cash working 
capital, and any allowance therefor 
should be eliminated from applicant’s 
rate base. 

We agree that applicant is entitled 
to some amount as an allowance for 
materials and supplies. While the 
testimony offered by applicant on this 
point is not altogether satisfactory, and 
the estimate of $1,300,000 rests solely 
on the judgment of applicant’s witness, 
Mr. Erickson, we will allow the 
amount claimed for materials and sup- 
plies, $1,300,000, for each of the years 
in question. 

[6] Adjustment to Depreciation 
Reserves. Applicant’s reserve for de- 
preciation and depletion includes an 
amount of $691,876.74 for the year 
1950 and $642,163.96 for the years 
1951 and 1952 applicable to other 
physical property, Account 110, in ap- 
plicant’s exhibits. The record discloses 
that this amount relates to an aban- 
doned compressor station located at 
Elm Grove, Louisiana. It has been 
fully depreciated, and is included in 
the reserve for depreciation, applicable 
to transmission property. In fairness 
to applicant, we believe that this 
amount should be deducted from the 


reserve for depreciation and depletion 
as shown in its exhibits. This adjust- 
ment serves to increase the rate base of 
the applicant by such amount. 

[7,8] Nonutility Property. Among 
applicant’s gas-producing properties 
are leases, wells, and other production 
and gathering facilities in three gas 
fields, West Carthage and Bethany in 
Texas, and Logansport in Louisiana, 
each of which fields is operated as a 
separate unit. The company’s pipeline 
system does not extend to these fields ; 
none of them is connected in any man- 
ner to the company’s system; and the 
gas is not used in the system, but 
sold to other gas companies in the 
field. The operations of these fields 
are profitable to applicant. 

Applicant takes the position that 
these fields have no connection with its 
utility business and classifies them as 
nonutility property. Protestants stren- 
uously contend that these properties 
are part of applicant’s over-all utility 
operations and that a proportionate 
part of the investment in these facilities 
should be included in the rate base 
applicable to 3-B customers and that 
the revenues and expenses in connec- 
tion therewith should also be allocated 
among the various classes of utility 
customers. 


Eighty to 90 per cent of the so-called 
nonutility sales and revenues originate 
from the West Carthage area. Inas- 
much as this field is so predominant, a 
discussion of it in some detail seems 
appropriate. 

The Sabine river passes through 
this gas field. The gas produced on 
the east side of the river is physically 
connected to applicant’s transmission 
system and the company admits that 
this portion of that field is utility 
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property. 
east of the river is known as the 
East Carthage field. That part of the 
same gas field lying on the west side 
of the river is known as the West 
Carthage field. The two portions of 
this field are four or five miles apart. 
They are not physically connected. 
Neither is the West Carthage field 
physically connected to applicant’s 
transmission system. 

This gas produced from the West 
Carthage field is sold to United Gas 
Pipeline Company, a utility company. 
The selling price of this gas in 1950 
was 5 cents per thousand cubic feet. 
The price was increased in 1951 and 
again in 1952, the price now being 93 
cents per thousand cubic feet. 

Applicant buys gas from United Gas 
Pipeline in the Shreveport area about 
65 miles from the West Carthage field. 
In 1950 and 1951 applicant paid 9 
cents per thousand cubic feet for this 
gas purchased from United and, in 
June, 1952, the price was increased to 
12 cents. The cost of the gas received 
from United at Shreveport is charged 
to the utility customers. 


We are not impressed with the claim 
of applicant that these properties and 
their operation is nonutility in nature. 
The gas in West Carthage and other 
fields is the same kind of gas as that 
used in its admitted utility operations 
and we think the record discloses that 
these fields were purchased and de- 
veloped as a reserve for its future 
utility business. 

In fact, applicant’s Exhibit 17, show- 
ing the total gas reserves for its utility 
customers, includes the gas reserves 
in the West Carthage and other so- 
called nonutility properties. Under its 
contract for sale of this gas to United, 
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applicant has the right to take 75 per 
cent of the West Carthage gas at any 
time for the needs of its own system, 
which clearly shows that applicant has 
considered this large field as a reserve 
for its utility needs. 

The fact that the West Carthage 
field is four or five miles from any 
other part of the applicant’s trans- 
mission system is not in itself deter- 
minative. Other gas fields not as yet 
developed are included in Account 
100.4, Gas Plant Held for Future 
Use, and treated as utility property, 
although they are separate from the 
utility system. 

When Mr. Erickson, applicant’s 
principal witness, was pressed as to 
the impediment, if any, to connection 
of these properties to the general trans- 
mission system, he replied : 

“There is none. We are satisfied to 
maintain that property as nonutility 
property, and not to attach it to our 
system. We want to keep that prop- 
erty the way we have got it now, and 
we are not going to attach it until it 
becomes incumbent upon us to attach 
it. We are not going to attach that 
field and it is not handicapped by any 
cost of the pipeline.” 

For these reasons as stated above, 
we are of the opinion that these prop- 
erties are part of applicant’s general 
utility operations. However, we are 
not persuaded that any part of these 
operations is properly classifiable to 
the property, revenue, and expenses 
attributable to 3—B type customers. 
The sales from the “nonutility” sales 
are all sales to other utilities. 
are not sales to ultimate consumers, 
but are “sales for resale.” 


The record indicates that there was 
a proceeding pending before the Se- 
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curities and Exchange Commission 
whereby at the conclusion thereof these 
properties referred to as nonutility may 
be transferred from applicant to an 
affiliate company. The Commission 
takes judicial notice of the order of 
the Securities and Exchange Commis- 
sion dated October 1, 1952, which 
order in fact does transfer said prop- 
erties. 

We hold, therefore, that while such 
properties are utility in nature that 
they should be excluded from the 
determination of the rate base, and 
similarly from revenues and expenses 
applicable to the 3—B customers. 

[9,10] Methods of Allocation be- 
tween 3—B and Other Utility Cus- 
tomers. The rate base as discussed 
above applies to all of applicant’s utility 
operations. While some property is 
used solely for 3—B customers, by far 
the greatest amount is used jointly 
by all classes of customers, and some 
method of allocation must be adopted 
to determine what portion of the total 
property is devoted to the use of the 
3-B customers. The same problem 
arises in connection with expenses. 

Applicant advocates a method of 
allocation under which transmission 
costs of service are distributed to cus- 
tomer groups on the basis of use of 
pipeline capacity during peak periods, 
and under which production and pur- 
chased gas costs are distributed on the 
basis of annual volume delivery. Prot- 
estants suggest that this method of 
allocation be modified by revenue 
factor ; the Government does not agree 
that the revenue factor is necessarily 
appropriate but insists that applicant’s 
methods result in prejudice to the 
3-B customers. All parties agree that 
the selection of an appropriate method 


of cost allocation is a matter of judg- 
ment. 

The principal objections of the prot- 
estants and the Government are to the 
basis for allocating transmission costs 
of service in which the peak-day period 
used by applicant is that day in the 
year on which greatest deliveries from 
the pipeline system are experienced. 
This day occurs during the heating 
season, usually in January or Febru- 
ary, but may be in December when do- 
mestic and commercial customers— 
referred to as “human needs” custom- 
ers—use maximum amounts of gas. 
The evidence shows that on that peak- 
day service to industrial customers is 
sometimes curtailed, although service 
to them is maintained to the fullest 
extent possible. 


It is true, as protestants and the 
Government say, that service to the 
3-B customers is interruptible, that 
is, service may be discontinued to them 
if the needs of other customers of ap- 
plicant so require. This means that 
some of the 3—B customers are re- 
quired to maintain expensive standby 
facilities, and protestants and Govern- 
ment urge that this factor should be 
considered in fixing their rates. 


After consideration of all these 
facts, we believe that the method 
of allocation as proposed by applicant 
produces equitable results as between 
3-B and other customers, 2nd that its 
modification under the facts in this 
case is unnecessary. This method is 
not new and has been approved and 
used by courts and commissions in 
cases involving applicant as well as 
other gas utilities. Arkansas Louisi- 
ana Gas Co. v. Texarkana (CCA 8th 
1938) 24 PUR NS 267, 96 F2d 179, 
certiorari denied (1938) 305 US 606, 
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83 L ed 385, 59 S Ct 66; Mississippi 
River Fuel Corp. v. Federal Power 
Commission (1947) 82 US App DC 
208, 69 PUR NS 129, 163 F2d 433; 
Colorado Interstate Gas Co. v. Federal 
Power Commission (1945) 324 US 
581, 89 L ed 1206, 58 PUR NS 65, 
65 S Ct 829; Re Arkansas-Louisiana 
Gas Co. Docket No. 16; and Re Twin 
City Pipe Line Co. (Ark 1941) 42 
PUR NS 89. 

We find that under such method of 
allocation the proportionate cost of 
service applicable to 3—B customers, 
based on actual experience for the 
years in question, are: 


1950 1951 
Transmission ........... 49.56% 41.24% 
Production and Purchased 
SE LO uve tecahna von 53.91% 52.45% 


It will be noted that the percentage 
of transmission property allocable to 
3-B customers dropped from 49.56 
per cent in 1950 to 41.24 per cent in 
1951. Applicant offered proof to show 
that this sharp drop in 1951 resulted 
from an unusual cold weather spell, not 


normal to the climate in this area, and 
that normal and average weather con- 
ditions would result in an experience 
similar to that found in 1950, or ap- 
proximately 50 per cent. 

Protestants contend that weather 
data introduced by them show that 
in fact 1951 was a more normal year, 
weatherwise, than was 1950, and fur- 
thermore say that applicant has not in- 
troduced evidence of its experience in 
any years prior to 1950, so that the 
Commission might ascertain what the 
average has been over a period of 
years. 

However, we believe that under the 
evidence the year 1951 was abnormal 
and that the proper percentage factor 
to be used is the one experienced in 
1950, so that in our calculations for the 
year 1952 the figures of 50 per cent for 
the transmission properties and the 
company’s estimate of 53.34 per cent 
for production properties have been 
used. From the foregoing, we find-that 
the proper rate bases applicable for 
production and transmission properties 
are as follows: 


1950 1951 1952 
RN seracira sie ae wake Sac eee $11,214,462.95 $11,815,274.91 $11,703,537.26 
IN isis ne sdenerecceewsees 19,314,604.73 21,832,513.73 22,863,646.07 


Applying the method of allocation 
discussed above, we find that, for those 
years, the rate bases for 3—B proper- 
ties are as follows: 


a ere: $15,618,035.09 
BE Kidicchtewawerswareatinaes 15,200,840.35 
aan Warren eietsese a lee 17,674,489.81 


No Rate Base Is Determined for 
1953. The applicant made no serious 
attempt to establish a rate base for 
that year, and the evidence offered is 
entirely too speculative and conjectural 
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for the purpose of making a determina- 
tion. 

Adjustments to Revenues and Ex- 
penses. The Commission has accepted 
applicant’s calculations of revenues and 


expenses, except for the adjustment | 


set out below: 


[11] Elimination of Profits of Af- | 


filiated Company. Arkansas Natural 


Gas Corporation owns 100 per cent of | 


the common stock of both applicant and 
Arkansas Fuel Oil Company. In con- 
nection with the processing of appli- 
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cant’s gas, both produced and pur- 
chased, there are certain profitable by- 
products, such as propane, butane, and 
gasoline. These by-products are sold 
by applicant’s affiliate, Arkansas Fuel 
Oil. Under the arrangement between 
the two companies, applicant guaran- 
tees a 64 per cent return to Arkansas 
Fuel Oil on the property investment it 
has in connection with such sale; and 
after such return, the profits from the 
sale of these by-products are divided 
25 per cent to Arkansas Fuel Oil and 
75 per cent to applicant. 

The record discloses that a large 
amount ($690,852) was realized by 
applicant from such by-products sales 
arising from so-called “non-utility” 
gas produced. We have not included 
any portion of that amount in our 
calculations. 


However, Arkansas Fuel Oil made 
additional profits from the sale of by- 
products arising solely from admittedly 
utility production. Under the prece- 
dents of this Commission and in ac- 
cordance with regulatory practice gen- 
erally, applicant’s utility customers are 
entitled to credit for these profits 
realized by the wholly owned subsid- 
iary of the holding company that owns 
100 per cent of the common stock of 
applicant. 3—B type customers are en- 
titled to share proportionately in these 
profits. The Commission finds that the 
amount applicable thereto for the year 
1950 is $26,955.27 ; for the year 1951 
is $199,310; and as estimated by ap- 
plicant for 1952 will be $226,695. 


[12] Rate of Return. Applicant 
urges that it be allowed to earn a re- 
turn of 64 per cent on that portion of 
its rate base which is allocable to 3-B 
customers. Protestants and the Gov- 
ernment urge that 6 per cent is as high 


a rate of return as should be allowed. 
In view of the matters hereinafter 
discussed relative to protestants’ claim 
that the company’s over-all earnings 
should be considered, as well as those 
relating only to 3-B customers, we 
adhere to our previous rulings and 
hold that a 6 per cent return under 
the circumstances in this case is ad- 
equate. 

[13] Revenues and Cost of Service. 
After making the adjustments to ap- 
plicant’s rate base as heretofore set 
forth, using a 6 per cent rate of return 
and the same percentage for income 
taxes as was used by applicant in its 
exhibits, as shown by Appendix B 
[omitted herein], the cost of service 
to 3-B customers in 1950 (excluding 
any revenues from increased rates in- 
volved in this proceeding) exceed the 
revenues from such customers by the 
amount of $1,207,352.71. There was 
a similar deficit in 1951 of $1,605,- 
452.75, and, in 1952, the deficit, based 
on applicant’s estimates, will be $2,- 
466,713.03. As stated above, this is 
before any rate increase. 

Applicant has not applied its pro- 
posed rate increase to all 3—B cus- 
tomers at the same time, its reason 
being that it had contract commitments 
with certain of these customers and 
that it did not feel justified in making 
the increases applicable to any user 
whose contract had not terminated. 


Protestants contend that they, as 
well as some other of the 3-B cus- 
tomers, have been discriminated 
against because the same rates under 
the new schedule were not applied by 
applicant to all customers to whom it 
is admittedly applicable. 

It is admitted by applicant that some 
customers were being served under 
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contract rates. There were a few of 
the largest customers in the 3-B type 
classification which consumed approx- 
imately % or 50,000,000 thousand 
cubic feet of the total 75,000,000 thou- 
sand cubic feet consumed by all 3—B 
customers in 1950. Applicant allo- 
cated production expenses and prop- 
erty to 3-B customers on the basis of 
75,000,000 thousand cubic feet con- 
sumption in 1950, even though it 
included those big customers using 4 
of the total amount which were not 
on the new rates. 


Protestants say that total use and 
peak-day use are used as allocation 
factors to apportion property and ex- 
penses to 3—B type consumers. The 
amounts used by these big consumers, 
2 of the total, is included in the ratio 
applicable to 3—B type consumers in so 
far as production expenses and prop- 
erty are concerned ; and by such meth- 
od a larger deficit is shown in appli- 
cant’s revenues than is justified under 
the law, and the protestants further al- 
lege that the effect is to place that addi- 
tional burden on the other smaller 3—B 
customers who together use only 4 of 
the total gas consumed by the group. 
However, the Commission, as set out 
in Appendix B [omitted herein], has 
eliminated the basis for this contention 
by requiring the company to file a 3—B 
rate schedule which, when applied to 
all 3—B customers, would produce no 
more than the total cost of service 
to that group. 

We agree that applicant would not 
be justified under the law in making 
its 3-B rate schedule applicable to 
part of the customers in that category 
and at the same time withholding its 
application to others because of con- 
tract commitments. In fact, § 73-206, 
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Arkansas Statutes, 1947, Annotated, 
specifically prohibits any discrimina- 
tion ; however, it is clear in the instant 
case that all 3—B type customers did 
not become gas consumers on the same 
date originally, and the expiration date 
of the 3—B contracts varied. We find 
that all such contracts have now ex- 
pired and all 3—B type customers are 
now being served under the new 3-B 
rate schedule. 

[14] Applicant’s Earnings. Prot- 
estants urge that the over-all earnings 
of applicant in the years 1950 and 
1951 were such that no increase should 
be allowed for those years. Protes- 
tants’ Exhibit 32 tends to show that 
on applicant’s rate base for all of its 
properties, including “nonutility prop- 
erties” and the restoration of the sum 
of $5,400,000, Account 100.5, appli- 
cant earned 7.69 per cent return in 
1950 and 6.43 per cent return in 1951, 
not including any revenues on account 
of rate increases sought in this hear- 
ing. 

Protestants’ Exhibit 21 urges that 
applicant earned on its total capitaliza- 
tion and surplus 7.77 per cent in 1950 
and 7.28 per cent in 1951, and that 
for the five years, 1946 through 1950, 
the company earned an average of 
7.75 per cent return. Exhibit 21 fur- 
ther shows that on its capital stock 
and surplus applicant earned 13.36 per 
cent return in 1950, and 12.40 per 
cent in 1951. 


The issue here is not whether appli- 
cant is earning a fair return on all of 
its properties, but specifically whether 
it is doing so on that portion thereof 
devoted to the service of the 3—B cus- 
tomers. Each group of consumers 
should bear its proportionate part of 
the cost of service, and, therefore, the 
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rate which will produce a fair return 
to the company for service to the 3-B 
group must be determined separately 
without regard to the company’s other 
properties and the revenues received 
therefrom. We hold, therefore, that 
applicant is entitled to an increase in 
rates for the years 1950 and 1951, lim- 
ited, however, as heretofore stated. 

Escalator Provision of Proposed 
Rate Schedule. Much testimony and 
argument has been directed by prot- 
estants and the Government against 
the escalator provision incorporated in 
the proposed 3-B Rate Schedule by 
applicant to enable it to adjust its 
3-B rate annually in relation to in- 
creases in the cost of purchased gas. 
During the hearings, applicant through 
its testimony modified the effect of 
this clause by stating that it intended 
that any increase thereunder would 
be related to over-all cost of service 
rather than the increase in the cost 
of purchased gas alone. It also ap- 
pears that no further increase may be 
necessary in 1952 or 1953. However, 
if an additional increase becomes nec- 
essary, the applicant may resort to the 
Commission at any time. 

The Commission has therefore con- 
cluded that the escalator provision 
should be stricken from the proposed 
new 3—B Rate Schedule. 


ORDER 


It is therefore ordered that : 

1. Within thirty days from the date 
hereof the applicant shall : 

(a) Design and file with this Com- 


mission a rate for 1950, applicable 
to the type 3-B industrial customers, 
which will produce an annual gross 
revenue in the amount of $6,891,700 
when applied to the annual consump- 
tion of all 3—B type industrial cus- 
tomers. 

(b) Design and file with this Com- 
mission a rate for 1951, applicable to 
the type 3-B industrial customers, 
which will produce an annual gross 
revenue in the amount of $8,405,100 
when applied to the annual consump- 
tion of all the 3—B type industrial cus- 
tomers. 

(c) Design and file with this Com- 
mission a rate for 1952, applicable 
to the type 3—B industrial customers, 
which will produce an annual gross 
revenue in the amount of $11,076,400 
when applied to the annual consump- 
tion of all the 3—B type industrial cus- 
tomers. 

2. Within thirty days after the ap- 
plicant has filed the above ordered 
rate schedules with this Commission 
and said rate schedules have been ap- 
proved, the applicant shall refund the 
differences between the revenue pro- 
duced by such revised rates and the 
amounts collected from the customers 
on the basis of the rates hereby ordered 
produced. 

3. Within thirty days from this date 
applicant shall file a new and revised 
3-B Rate Schedule providing for in- 
creased rates in the future which will 
produce an annual gross revenue in the 
amount of $11,076,400. 





79 


97 PUR NS 


CONNECTICUT PUBLIC UTILITIES COMMISSION 


Re Hartford Electric Light Company 


Docket No. 8746 
December 12, 1952 


PPLICATION by electric company for authority to issue deben- 
tures to finance construction program; granted. 


Security issues, § 106 — Interest rate — Reasonableness. 

1. A net cost of 3.18 per cent for the proposed issue of $15,000,000 deben- 
tures was considered reasonable, where the comparison of sixteen selected 
sales made during a recent period indicated that only three companies sold 
debt securities on a net cost basis lower than 3.18 per cent and one com- 
pany on the same basis, and where, during the same period, two private 
sales were marketed at a cost basis higher than that experienced by the 
company, p. 81. 


Security issues, § 58 — Purpose of issuance — Construction program. 


2. The issuance of long-term debentures was authorized where the proceeds 
of the sale were to be used for necessary and reasonable construction and 
betterments of an electric company and where they were to be marketed 
at a fair and reasonable price, p. 81. 


Aa 


By the Commission: By an appli- 
cation filed October 22, 1952, The 
Hartford Electric Light Company, a 
public service company as defined in 
§ 5390 of the General Statutes, Revi- 
sion of 1949, hereinafter referred to 
as the company, seeks authority for 
the issuance of $15,000,000 in the 
aggregate principal amount of its 25- 
year 34 per cent debentures, 1952 
series, due September 1, 1977, pursu- 
ant to § 5433 of the General Statutes. 

By its notice of hearing, dated Octo- 
ber 24, 1952, the Commission assigned 
the matter for a public hearing at its 
offices in Hartford, on Wednesday, 
November 5, 1952. At the hearing, 
the company appeared by counsel. 
There were no appearances in opposi- 
tion or as intervenors. 

The company is presently engaged 
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in a construction program calling for 
the expenditures of approximately 
$23,000,000 from 1952 through 1954. 
This construction program was ex- 
haustively analyzed by the Commis- 
sion at the occasion of its considera- 
tion of the rate base, revenues, and 
operating expenses of the company in 
the recent proceeding in which the 
Commission approved a schedule of 
increased rates and charges for appli- 
cation to all the company’s customers, 
effective on all bills rendered on or 
after November 1, 1952, in Re Hart- 
ford Electric Light Co. Docket No. 
8687, October 10, 1952, 95 PUR NS 
161. Particular attention there was 
directed to the proposed new generat- 
ing station in Middletown which will 
account for $15,000,000 of the $23,- 
000,000 construction program. In 
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| that connection the Commission, at p. 


166, said: “In order to guarantee 
adequate service at all times to the 
customers of the company, to provide 


a reserve for future growth, and, at 
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the same time, to allow a sufficient 
margin of spare for maintenance and 
emergencies, this additional capacity 
is necessary.” 

The balance of the construction 
program was also analyzed at the time 
of the Commission’s consideration 
culminating in the issuance of Docket 
No. 8687, supra, and again on the 
occasion of the submission of testi- 
mony in evidence in this proceeding. 
The growth of the company’s load and 
the gradually decreasing reserve capa- 
bility were fully discussed in Docket 
No. 8687, supra, and indicated that 
the company must engage in sizable 
construction activities in order to 
accommodate the loads which it can 
reasonably anticipate in the very near 
future, including expenditures for 
transmission and _ subtransmission 
facilities, substation and _ substation 
improvements, other distribution facil- 
ities, additions, and improvements to 
its South Meadow Station, transpor- 
tation equipment, ordinary line exten- 
sions, transformers, meters, and 
other miscellaneous expenditures. 
We find, therefore, that the expend- 
itures for which the construction 
program mentioned above were de- 
signed are necessary in the public 
interest in order to enable the com- 
pany adequately to provide the service 
which is its obligation and on which 
it is the duty of the Commission to 
insist. 

Depreciation accruals will be used 
to finance a portion of the construc- 


tion program. The $15,000,000 de- 


[6] 


bentures to be issued at this time will 
finance substantially all of the remain- 
der while the company has not at the 
present time any plans as to the meth- 
od or timing of financing the remain- 
ing balance of approximately $3,000,- 
000. When questioned on the advis- 
ability of financing only $15,000,000 
at this time, the chairman of the com- 
pany’s board of directors testified that 
because the estimate of cash available 
was only approximate and uncertain, 
and many of the contract commit- 
ments have escalator clauses, there 
was considerable doubt in the minds 
of the management as to the exact 
amount of additional funds required. 
Moreover, the marketing by the com- 
pany of debt securities in a sum larger 
than $15,000,000 would bring the 
company’s debt ratio over 50 per cent 
and would probably result in a loss by 
the company of its triple A rating, 
according to expert advice received 
by the company. As a consequence 
of losing this rating, the cost of money 
to the company would probably be ad- 
versely affected. 

[1,2] After the issuance of the 
$15,000,000 of additional debentures, 
the company’s capitalization will con- 
sist of $31,863,000 long-term debt or 
48 per cent of total capitalization, 
$8,000,000 preferred stock or 12 per 
cent of total capitalization, $26,955,- 
610 common stock and surplus or 40 
per cent total capitalization. The 
funds will be used to repay current 
liabilities in the form of notes payable 
incurred for construction purposes al- 
ready carried out as part of the pro- 
gram discussed above and the balance 
will be used to finance the construction 
program directly. 

The debentures are offered for pri- 
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vate sale to institutions for investment 
at 101.72 per cent, plus accrued in- 
terest, yielding 3.15 per cent to the 
buyer and costing approximately 3.18 
per cent to the company at a net cost 
basis. The company has engaged the 
services of an investment banking in- 
stitution as agent for the purpose of 
marketing the securities. This agen- 
cy agreement provides for a finder’s 
fee of three-sixteenths of one per cent, 
if the bonds are sold. At the time of 
the hearing, definite commitments 
had been received for part of the ag- 
gregate principal amount and, by the 
time this finding issues, the company 
has notified the Commission that the 
entire amount has been sold. 

Additional estimated expenses in- 
volved in the issue, including Federal 
revenue stamps, trustee’s fee, legal 
fees, among others, amount to $44,500, 
making provision for the deduction 
of $3,000 for financial services which 
appear to be only problematical. 
Thus, the total expenses will amount 
to $75,500 including the finder’s fee. 
These expenses compare favorably 
with similar issues by Connecticut 
utilities and are approved for pur- 
poses of this proceeding. 

The debentures will be issued under 
and pursuant to a trust indenture, dat- 
ed as of July 1, 1947, between the 
company and Old Colony Trust Com- 
pany, of Boston, Massachusetts, as 
supplemented and amended by a first 
supplemental indenture, dated as of 
March 15, 1952, and by a second sup- 
plemental indenture, dated September 
1, 1952, describing the $15,000,000 
aggregate principal amount of deben- 
tures of the 1952 series. This inden- 
ture had not been executed at the time 
of the hearing. The company, there- 
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fore, is expected to file with the Com- 
mission a certified copy as soon as the 
same has been executed. 

The offering price of 101.72 per 
cent of par, which is equivalent to a 
3.15 per cent yield at maturity to the 
purchaser, represents a net cost to the 
company of 3.18 per cent after making 
provision for the expenses described 
above. From the summary and anal- 
ysis of public utility long-term debt 
issues sold since April 1, 1952, for an 
electric and combination gas and 
electric company, consisting of a 
selected group of issues during that 
period, it appears that of sixteen se- 
lected public sales made during that 
period only three companies sold debt 
securities on a net cost basis lower 
than 3.18 per cent and one company 
on the same basis. During the same 
period, two private sales were mar- 
keted at a cost basis higher than that 
experienced by the company. All 
these issues were mortgage bonds 
while the issue under consideration 
herein is a debenture series. Since, 
however, the company has no mort- 
gage bonds outstanding, the effect is 
practically the same. 

From these analyses and from the 
comparison of issues of comparable 
size marketed by other utilities in 
Connecticut, it is apparent that the 
expenses incurred and the cost to the 
company of the proposed issue is with- 
in reasonable limits. 

We find, therefore, that the pro- 
ceeds of the proposed issuance of $15,- 
000,000 in the aggregate principal 
amount of its 25-year 34 per cent de- 
bentures, 1952 series, due September 
1, 1977, will be used for necessary and 
reasonable construction and _better- 
ments for the company’s utility plant, 





= 


ore Ss 


a ae ae Cee ae ee a” 2. ee ee ee ee, ee ee ee ee ee oe  @  -- —  — — | 


he | 


[ 


RE HARTFORD ELECTRIC LIGHT CO. 


and will be marketed at a price which 
is fair and reasonable for the com- 
pany. We find, therefore, that pursu- 
ant to § 5433 of the General Statutes, 
Revision of 1949, the application 
should be approved. 

The Hartford Electric Light Com- 
pany is, therefore, authorized to 
issue $15,000,000 aggregate princi- 
pal amount of Debentures to be desig- 
nated ‘“Twenty-five Year 34 per cent 
Debentures, 1952 Series, due Septem- 
ber 1, 1977” and to be sold at a price 
not less than 101.72 per cent of the 
principal amount thereof. Said de- 
bentures shall be issued under a trust 
indenture dated as of July 1, 1947, 
between The Hartford Electric Light 
Company and Old Colony Trust Com- 
pany, trustee, as heretofore supple- 
mented and amended by a first supple- 
mental indenture dated as of March 
15, 1952, and as to be supplemented 
and amended by a second supple- 
mental indenture to be dated as of 
September 1, 1952, which second sup- 
plemental indenture shall be substan- 
tially in the form of second supple- 
mental indenture submitted at the 
hearing on said application. Said 
debentures shall be dated as of Sep- 
tember 1, 1952, shall mature Septem- 
ber 1, 1977, unless earlier redeemed, 
and shall be subject to redemption at 
the option of the company at the 
applicable redemption prices as pro- 
vided in the second supplemental in- 
denture, which redemption prices 
shall be determined substantially in 
the customary manner as set forth in 


the form of second supplemental in- 
denture submitted at the hearing on 
said application. A certified copy of 
the second supplemental indenture, in 
the form in which the same is executed 
by the parties thereto, shall be filed 
with the Commission as soon as prac- 
ticable after the same has been execut- 
ed. 

The proceeds of the said sale of de- 
bentures, after payment of approxi- 
mately $72,500 in expenses, shall be 
used first to discharge outstanding 
notes of the company with accrued 
interest presently amounting to $2,- 
200,000 and expected to total approxi- 
mately $3,000,000 by the time the 
proceeds of this issue are available 
and thereafter to finance capital ex- 
penditures for additions and improve- 
ments to the company’s utility plant 
and equipment. 

The company shall also submit on 
December 31, 1952, and at the time 
of the submission of its annual report 
thereafter each year, an itemized state- 
ment of construction projects which 
were financed in whole or in part by 
the proceeds of the securities author- 
ized above. Upon the exhaustion of 
the funds realized from the proceeds 
of said securities, this requirement 
will no longer be necessary. 

We hereby direct that notice of the 
foregoing be given by the Secretary 
of this Commission by forwarding 
true and correct copies of this docu- 
ment to parties in interest, and due 
return make. 
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ILLINOIS APPELLATE COURT, FIRST DISTRICT, 
THIRD DIVISION 


Burke et al. 


Illinois Bell Telephone Company 


Gen. No. 45796 
— Ill App —, 109 NE2d 358 
December 10, 1952; rehearing denied December 31, 1952 


PPEAL from dismissal of complaint in representative action by 
A telephone subscribers for refund for failure to publish 
directories; affirmed. 


Reparation, § 8 — Court jurisdiction — Telephone rate refund — Failure to publish 


directory. 


1. An action by telephone subscribers against the company for refund be- 


cause of the company’s failure to publish a directory is a claim for repara- 


tions within the meaning of the Public Utilities Act and not a claim for Pf 
consequential damages and, consequently, should be brought before the ff 


Commission instead of the court, p. 86. 


Parties, § 3 — Representative action — Telephone subscribers — Lack of directory. F 
2. Telephone subscribers served by different exchanges with different f 


classes of service and rates for varying periods of service are not in a posi- 
tion to bring a representative action, where a telephone company fails to 
furnish them with a directory, since each subscriber’s claim for damages 
presents a different question with respect to the right of recovery and the 


amount of the damages, p. 87. 


APPEARANCES: Robert E. Dowl- 
ing, Chicago, for appellants; Kenneth 
F. Burgess, Douglas F. Smith and 
Richard L. Selle, Chicago, Sidley, 
Austin, Burgess & Smith, Chicago, of 
counsel, for appellee. 


Lewe, PJ.: Plaintiffs, telephone 
subscribers of defendant, filed a repre- 
sentative suit alleging in substance 
that defendant, a public utility, is sub- 
ject to the provisions of the Illinois 
Commerce Commission Act; that on 
January 3, 1923, the Commerce 
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Commission, in accordance with the 
powers vested in it, issued its General 
Order 107, PUR1923E 43, which pro- 
vides in Rule X that telephone direc- 
tories of exchanges serving more than 
one thousand subscribers shall be re- 
vised, printed, and distributed to 
subscribers semiannually and that tele- 
phone directories of all other ex- 
changes shall be revised, printed, and 
distributed to subscribers at least once 
each year; that in consideration of its 
compliance with the provisions of 
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Rule X, the Commerce Commission 
authorized defendant to charge its sub- 
scribers certain rates; that the defend- 
ant willfully failed and neglected to re- 
vise, print, and distribute semiannually 
) telephone directories to its subscribers 
» of exchanges in the state of Illinois 
» serving more than one thousand sub- 
| scribers, and that it also willfully neg- 
| lected and failed to revise, print, and 
) distribute its directories at least once a 
year to its subscribers of exchanges 
serving less than one thousand sub- 
scribers, contrary to the provisions of 
Rule X of General Order 107, supra. 

The complaint further alleges that 
as a result of the willful neglect of the 
defendant to revise, print, and dis- 
tribute its directories pursuant to Rule 
X of General Order 107, supra, of the 
Commerce Commission, “millions of 
hours of time, inconvenience, and ag- 
gravation” have been suffered by the 
subscribers of the defendant in the city 
of Chicago; that in the suburban ter- 
ritory about the city of Chicago and in 
other communities throughout Illinois 
the defendant also failed to comply 
with Rule X; that the approximate 
cost of revising, printing, and distrib- 
uting each proposed semiannual issue 
in the city of Chicago is approximately 
$2 each; that the cost of revising, 
printing, and distributing directories 
in the suburban area of Chicago is one 
dollar each; that for the other sub- 
scribers served by the defendant the 
cost of revising, printing, and distrib- 
uting is approximately 50 cents each; 
and that as a result of the willful re- 
fusal of the defendant to furnish to its 
subscribers the directories provided 
for by Rule X of General Order 107, 
supra, of the Commission, plaintiffs 
and all other subscribers “have been 


deprived of services for the safety, 
health, comfort, and convenience of 
themselves and all other subscribers.” 
In the concluding paragraph of the 
complaint the plaintiffs on behalf of 
themselves and all other subscribers 
of the defendant “request” a refund 
from the defendant to each subscriber 
in the city of Chicago of at least $2 
an issue of the telephone directory of 
which the defendant has wrongfully 
deprived its subscribers, and at least 
one dollar an issue of the suburban di- 
rectory; and for general relief. 
Defendant filed a motion to strike 
the complaint. This motion was de- 
nied except that all allegations relating 
to damages alleged to have been sus- 
tained by plaintiffs prior to March 10, 
1938, were stricken. After issues 
were joined the cause was referred to 
a master in chancery. While the 
cause was pending before the master, 
defendant filed a motion for summary 
judgment and plaintiffs filed a motion 
to dismiss defendant’s motion for 
summary judgment. Both of these 
motions were also referred to the same 
master in chancery “for hearing and 
disposition.” In his report the master 
recommended that plaintiffs’ motion 
to dismiss defendant’s motion for sum- 
mary judgment should be sustained. 
Objections were filed by defendant and 
the master issued a supplemental re- 
port reaffirming the findings of his 
original report but was of the opinion 
that the circuit court lacked jurisdic- 
tion to hear the cause. In conformity 
with the master’s findings and recom- 
mendations a decree was entered dis- 
missing the complaint for want of 
jurisdiction of the subject matter. 
The trial court found that the claim 
as alleged in the complaint is “in effect 
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and substance” for a refund of that 
part of the rates paid by defendant's 
subscribers for directories not re- 
ceived, and hence is a claim for repa- 
rations within the meaning of § 72 of 
the Public Utilities Act, and, further, 
if plaintiffs’ claim be considered one 
for consequential damages under § 73 
of the Public Utilities Act it cannot be 
maintained as a representative action. 
Ill Rev Stat 1951, Chap 111%, §§ 
76, 77. 

[1] Plaintiffs’ principal contention 
is that the court erred in dismissing 
the complaint for want of jurisdiction 
of the subject matter. 

The pertinent provisions of § 72 
read: 

“When complaint has been made to 
the Commission concerning any rate 
or other charge of any public utility 
and the Commission has found, after 
a hearing, that the public utility has 
charged an excessive or unjustly dis- 
criminatory amount for its product, 
commodity, or service, the Commis- 
sion may order that the public utility 
make due reparation to the complain- 
ant therefor, with interest at the legal 
rate from the date of payment of such 
excessive or unjustly discriminatory 
amount.” 

In construing § 72 in Terminal R. 
Asso. v. Public Utilities Commission 
(1922) 304 Ill 312, 317, 136 NE 797, 
799, our supreme court said: 

“The evident intent and purpose of 
the legislature in providing a method 
by which reparation may be recovered 
and in requiring that an application 
therefor shall be first made to the 
Commission, precludes an action at 
law for such reparation until the Com- 
mission has heard a claim therefor. 
This is the view taken by the Su- 


97 PUR NS 


preme Court of the United States with 
reference to similar provisions in the 
Interstate Commerce Act. Texas & 
P. R. Co. v. Abilene Cotton Oil Co, 
(1907) 204 US 426, 51 L ed 553, 27 
S Ct 350. The similarity between the 
Interstate Commerce Act and our 
Public Utilities Act makes the deci- 
sions of the Supreme Court of the 
United States persuasive as to the 
correct rule to be adopted in this 
state.” 

To the same effect see Medusa 
Portland Cement Co. v. Illinois C. R. 


Co. (1936) 287 Ill App 549, 5 NE2d 


782. 

The governing rule has been stated 
by Justice Brandeis in Great Northern 
R. Co. v. Merchants Elevator Co. 
(1922) 259 US 285, 291, 66 L ed 943, 
42 S Ct 477, 479. 

“Whenever a rate, rule, or practice 
is attacked as unreasonable or as un- 
justly discriminatory, there must be 
preliminary resort to the Commission. 
Sometimes this is required because the 


function being exercised is in its na- f 


ture administrative, in contradistinc- 
tion to judicial. But, ordinarily, the 
determining factor is not the character 
of the function, but the character of 
the controverted question and the na- 
ture of the inquiry necessary for its 
solution. To determine what rate, 
rule, or practice shall be deemed rea- 
sonable for the future is a legislative 
or administrative function. To deter- 
mine whether a shipper has in the 
past been wronged by the exaction of 
an unreasonable or discriminatory 
rate is a judicial function. Prelimi- 
nary resort to the Commission is re- 
quired alike in the two classes of cases. 
It is required because the inquiry is 
essentially one of fact and of discretion 
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in technical matters, and uniformity 
can be secured only if its determina- 
tion is left to the Commission.” 

Plaintiffs argue that their claim is 
not based on excessive rates but to 
recover damages for loss of service 
under § 73 which provides: 

“In case any public utility shall do, 
cause to be done, or permit to be done 
any act, matter, or thing prohibited, 
forbidden, or declared to be unlawful, 
or shall omit to do any act, matter, or 
thing required to be done either by 
any provisions of this act or any rule, 
regulation, order, or decision of the 
Commission, issued under authority 
of this act, such public utility shall be 
liable to the persons or corporations 
affected thereby for all loss, damages, 
or injury caused thereby or resulting 
therefrom, and if the court shall find 
that the act or omission was wilful, the 
court may in addition to the actual 
damages, award damages for the sake 
of example and by the way of pun- 
ishment. An action to recover for 
such loss, damage, or injury may be 
brought in any court of competent 
jurisdiction by any person or corpora- 
tion.” 

The only allegations in the com- 
plaint remotely suggesting consequen- 
tial damages state that “millions of 
hours of time, inconvenience, and 
aggravation have been suffered by 
subscribers as a result of defendant’s 
willful refusal to revise, print, or dis- 
tribute its directories as prescribed by 
Rule X.” It is not alleged that any 
particular subscriber has suffered any 
loss. 

We think plaintiffs’ position is un- 
tenable and agree with the finding of 
the trial court that the gist of plain- 
tiffs’ claim as alleged is for repara- 


tions within the meaning of § 72 and 
not for consequential damages, as 
plaintiffs maintain, under the provi- 
sions of § 73. 

[2] Moreover, we are of the opin- 
ion that plaintiffs’ complaint does not 
state a class action under the provi- 
sions of § 73 of the Public Utilities 
Act. In the recent case of Newberry 
Library v. Board of Education (1944) 
387 Ill 85, 55 NE2d 147, plaintiff, the 
owner and holder of a bond and inter- 
est coupon executed by the Board of 
Education, instituted a class action in 
his own behalf and in behalf of all 
other owners and holders of certain 
bonds and coupons issued by the board 
of education at the same time and in 
the same series. There the court said, 
387 Ill at p. 95, 55 NE2d at p. 153: 

“To constitute a class suit in which 
the court acquires jurisdiction over 
every member of the class, and the 
decree therein binds members of that 
class not present, the subject matter of 
the litigation must be a common or 
joint interest, not only in the question 
involved but likewise interest in com- 
mon in the remedy and subject matter 
of the suit itself (Scott v. Donald 
[1897] 165 US 107, 41 L ed 648, 17 
S Ct 262), or the relationship between 
the parties present and those who are 
absent must be such as legally to en- 
title the former to stand in judgment 
for the latter. [Citing cases. ] 

“Members of a class may represent 
others of that class where the sole and 
common interest of the entire class is 
to assert or challenge a claimed right; 
but where the substantial interests of 
parties present in such a suit are not 
necessarily or even probably the same 
as the interests of those they seek to 
represent, such parties present cannot 


87 97 PUR NS 





be said to afford that protection to ab- 
sent parties required by due process.” 

To the same effect is Peoples Store 
of Roseland v. McKibbin (1942) 379 
Ill 148, 39 NE2d 995. 

The rule announced in the cases last 
cited has been sustained in other juris- 
dictions. See Davies v. Columbia 
Gas & E. Corp. (1949) 151 Ohio St 
417, 86 NE2d 603; Batman v. Louis- 
ville Gas & E. Co. (1920) 187 Ky 
659, 220 SW 318. 

In the present case according to the 
allegations of the complaint the sub- 
scribers whom plaintiff purports to 
represent are residents of the city of 
Chicago and other communities in the 
state. These subscribers are served by 
different exchanges with different 
classes of service and rates and for 
varying periods of service. Mani- 
festly the claim of each subscriber is 
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legally separate and distinct since each 
subscriber’s claim presents a different 
question with respect to the right of 
recovery and the amount of the alleged 
damages. In order to recover dam- 
ages each subscriber must necessarily 
make proof of his own loss of time, 
inconvenience, and aggravation suf- 
fered, unrelated to any damages 
suffered by other subscribers. Under 
these circumstances there can be no 
doubt of the impropriety of a class 
suit. In the view which we take of 
this case it is unnecessary to consider 
the other points urged. 


For the reasons assigned, the order 
here appealed from, dismissing the 
complaint for want of jurisdiction of 
the subject matter, is affirmed. 


Order appealed from affirmed. 
Feinberg and Kiley, JJ., concur. 





GEORGIA PUBLIC SERVICE COMMISSION 


Re Georgia Power Company 


File No. 19314, Docket No. 467-U 
December 23, 1952 


PPLICATION by power company for prescription of accounting 
A procedures to be followed with respect to amortization of 
emergency defense facilities; method of accounting prescribed. 


Accounting, § 28 — Amortization of emergency defense facilities. 
1. A method of accounting for the amortization of emergency defense facil- 
ities which contemplated normal depreciation, a charge to “Provision for 
Deferred Income Taxes” and a credit to “Reserve for Deferred Income 
Taxes” during the amortization period, and a charge to the Reserve and a 
credit to “Current Income Taxes Deferred in Prior Years” after that period 
has elapsed, was approved, subject to the full amount of credit to the “Re- 
serve for Deferred Income Taxes” being credited back to income after the 
amortization period and subject to the accounting for deferred taxes being 


limited to a 30-year period, p. 92. 
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RE GEORGIA POWER CO. 


Accounting, § 28 — Amortization of emergency defense facilities — Restricted 


earned surplus. 

2. A method of accounting for the amortization of emergency defense fa- 
cilities which involved the carrying of deferred taxes in a restricted earned 
surplus account, rather than in a reserve for deferred income taxes, was 
considered improper for a regulated industry, in that it would increase the 
capitalization of the company during a period of accounting for the deferred 
taxes and, apparently, make the deferred taxes capital on which the company 
or its stockholders might claim a return, p. 92. 


2 Valuation, § 168 — Deferred taxes — Exclusion from rate base. 


3. Deferred taxes which a utility has on hand because of the application 
of the short-term amortization provisions of the Internal Revenue Code 
are supplied at no interest or dividend cost to the company, and they should 
be excluded from an invested capital rate base and deducted from a plant 
and equipment rate base if the deferred funds are invested in plant and 
equipment, materials and supplies, or necessary working capital, p. 92. 


Accounting, § 28 — Amortization of emergency defense facilsties. 


Discussion of the various accounting procedures which might be used with 











respect to the amortization of emergency defense facilities, p. 91. 


APPEARANCES: Herman W. Booz- 
er, Vice President and Comptroller, 
and Robert S. Lyman, Arthur Ander- 
sen & Company, for the company; N. 
Knowles Davis, Chief Engineer, and 
Frank G. Heald, Utilities Auditor, for 
the Commission. 


By the Commission: An applica- 
tion was received from Georgia Power 
Company on December 10, 1952, in 
the form of a request for instructions 
with respect to accounting for amorti- 
zation of emergency defense facilities 
under § 124-A of the Internal Revenue 
Code. This matter was assigned for 
hearing before the Commission on 
December 22, 1922, when it came on 
to be heard. 

Section 124-A of the Internal Rev- 
enue Code provides for the certifica- 
tion of emergency defense facilities. 
When so certified such facilities may 
be amortized for income tax purposes 
over a period of five years in lieu of 
normal depreciation expense associ- 


ated with such facilities. The effect 
of this amortization deduction reduces 
income taxes during the 5-year period 
and increases such taxes thereafter 
and in effect represents a deferment in 
the payment of Federal income taxes. 
This application is concerned with the 
accounting to be followed by the com- 
pany to properly reflect the effect of 
such amortization deductions for tax 
purposes. According to the applica- 
tion of the company, certificates of 
necessity have been issued by the De- 
fense Production Administration on 
the following projects to the extent 
shown on the following page. 

It is estimated that the total amount 
to be amortized for the above projects 
over sixty months will exceed normal 
depreciation for that period by $36,- 
665,840. It is stated that while no 
other applications of the company for 
certificates of necessity are now pend- 
ing before the Defense Production 
Administration, others may be made 
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Necessity Percentage Estimated 
Certificate Estimated Approved Amount to 
Number Project Cost By DPA be Amortized 
TA 841 Plant Yates Unit No. 3 and Transmission 
Connections to System ............... $12,434,256 50% $6,217,128 
TA 848 Florida State Line—Plant Mitchell Trans- 
I io idee pee elon need cases 893,098 50% 446,549 
TA850_ Bartlett’s Ferry Plant Unit No. 4 ........ 1,471,032 25% 367,758 
TA852 Plant McManus Unit No. 1 and Transmis- 
sion Connections to System ............ 7,745,026 50% 3,872,513 
TA 5577 Commerce-Athens-Warrenton Transmission 
PROSE ee Rat eae Sie 1,159,908 25% 289,977 
TA 5578 Macon-Eastman-Vidalia Transmission Line 149,556 25% 37,389 
TA 5319 Sinclair Dam Units No. 1 and No. 2 and 
Transmission Conn. to System .......... 11,986,542 50% 5,993,271 
TA 10865 Lockheed Aircraft Corp. Substation ...... 180,208 40% 72, 
TA 19043 Transmission Connections to Urquart Plant 
of South Carolina Gen. Co. .... 499,093 55% 274,501 
TA 10863 Plant Hammond Unit No. 1 and Transmis- 
sion Connections to System ............ 15,329,678 55% 8,431,323 
TA 13948 Plant Hammond Unit No. 2 and Transmis- 
sion Connections to System ............. 11,965,250 55% 6,580,888 
TA 18886 Plant Hammond Unit No. 3 and Transmis- 
sion Connections to System ............. 15,369,480 65% 9,990,162 
NE sareds tant wie a ated Bre neces $79,183,127 $42,573,542 


from time to time in the future. While 
the above amounts have been certifi- 
cated by the Defense Production Ad- 
ministration, the company has as yet 
made no election as to whether or not 
it will claim the amortization for in- 
come tax purposes, as authorized 
under § 124-A of the Internal Reve- 
nue Code. It is further represented 
that the effect of electing to take de- 
ductions for income tax purposes 
under the certificates of amortization 
is to anticipate in the amortization 
period the allowable deductions for de- 
preciation expense which would nor- 
mally be allowable over the useful life 
of the property remaining after the 
amortization period, and that if the 
tax rate remains constant, the aggre- 
gate income tax payments over the 
entire period will be the same whether 
the deduction is taken in sixty months 
or is spread over the life of the prop- 
erty. The application concludes, 
therefore, that the effect of taking 
accelerated amortization merely defers 
liability for taxes on income to the 
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post-amortization period. The com- 
pany contends that the election to 
take the amortization deductions re- 
sults in the provision of cost free cap- 
ital funds during the period of tax 
deferral for the financing of property 
additions. 

It is further alleged that the amorti- 
zation under certificates of necessity 
by the company without adjustment 
for the resulting distortion of income 
would create an inequity both as to 
customers and investors by pre-empt- 
ing for current operations credits 
which properly apply over the entire 
lives of the facilities, and the applica- 
tion proposes accounting treatment 
which would prevent the alleged dis- 
tortion of income. 

Mr. Herman W. Boozer, comptrol- 
ler of the company, and Mr. Robert 
S. Lyman of Arthur Andersen and 
Company, represented the applicant at 
the hearing. The letter application 
filed by the company was adopted by 
Mr. Boozer as his direct testimony 
which sets forth the proposed account- 
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ing suggested by the company as fol- 
lows: 

(a) That the company shall account 
for property in respect of which said 
certificates of necessity are issued in 
the same manner as other property of 
the company and shall accrue depre- 
ciation of such facilities on its books 
of the normal rate of depreciation. 

(b) That the company shall charge, 
during the period the amortization of 
emergency facilities results in reduc- 
tion of income taxes, to ‘Provision for 
Deferred Income Taxes” as a sub-ac- 
count under Account 507, Taxes, and 
shall credit to “Reserve for Deferred 
Income Taxes,” an amount equal to 
the reduction in income taxes arising 
out of accelerated amortization in ex- 


' cess of normal depreciation allowable 


5 ne nt sie 


for income tax purposes. 

(c) That the company shall charge, 
during the period the accelerated 
amortization of emergency facilities 


| results in increased income taxes, to 
| “Reserve for Deferred Income Taxes” 
' until such reserve is exhausted and 
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shall credit to “Current Income Taxes 
Deferred in Prior Years,” a sub- 
account under Account 507, Taxes, 
an amount equal to such increase in 
income taxes, except as modified be- 
low. 

There are at least four methods of 
accounting (including the above) 
which warrant consideration. These 
are (1) charging taxes at the amount 
actually payable for the year to ex- 
penses with no change in depreciation 
expense; (2) charging taxes at the 
amount actually payable for the year, 
and charging depreciation expense at 
the accelerated rate claimed for tax 
purposes; (3) charging taxes at the 
amount payable for the year with an 


increase in depreciation expense equiv- 
alent to the tax reduction for the 
year, and with a reduction in depre- 
ciation expense after the 5-year amor- 
tization period equivalent to the in- 
come tax increase thereafter; and (4) 
the method proposed by the company. 

Argument in support of the first 
method listed above is that it records 
and reports results of operation cor- 
rectly for the specific period under re- 
view, that tax expense is no more than 
tax liability for that period, and that 
correct earnings for the period in ques- 
tion are divulged. These arguments 
are sound if the perspective is limited 
to the single year being considered. 
However, over a longer period the 
results from the application of this 
method are questionable. The method 
seems to assume that the amortization 
provision for income tax purposes 
represents a tax saving, while in real- 
ity it is a tax deferment, because high- 
er taxes will be payable than other- 
wise would be after the amortization 
period has ended. The later higher 
taxes result from the lesser deprecia- 
tion expense deduction for tax pur- 
poses after the facilities are amortized. 
The application of this method records 
higher earnings in the 5-year amorti- 
zation period and lower earnings 
thereafter. If no rate revision is 
made the tax deferment could be paid 
out in dividends to stockholders, cer- 
tainly an undesirable result. If rates 
for service are adjusted to reflect the 
tax deferment, the result is lower rates 
for five years, and then higher rates 
than otherwise for service thereafter, 
everything else being equal. With no 
change in cost of service (including 
the return component) there seems to 
be no good argument to reduce rates 
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at present at the expense of future 
ratepayers. The inevitable results 
would be higher rates in the future, 
resulting from the benefits given to- 
day and the creation of a higher cost 
of operation in the future. It appears 
that cost of operation should not be so 
altered, particularly when it adds fu- 
ture costs to currently increasing 
costs. 

The second method accounts for 
depreciation expense at the amount 
resulting from the accelerated amor- 
tization of the defense facilities. If 
the facilities had a useful life of only 
five years (the amortization period), 
this would be the only proper method 
to use. It would then depreciate the 
facilities over their useful life. How- 
ever, none of the facilities in question 
have such a limited life. The result of 
this method would increase operating 
revenue deductions in the first five 
years by the amount that the increase 
in depreciation expense exceeded the 
amount of tax deferment. After the 
5-year amortization period the operat- 
ing revenue deduction would be re- 
duced. This method therefore has the 
reverse effect of the first method dis- 
cussed above in that lower earnings 
would be recorded during the first five 
years with higher earnings shown 
thereafter. If rates for service fol- 
lowed this result, the present rates 
would be higher with a later lower 
level of rates for service. If the rates 
for service are not altered there might 
be serious difficulty encountered in 
raising required capital funds during 
the initial period of reported inade- 
quate earnings. 

The third method listed would in- 
crease depreciation expense during the 
5-year amortization period in an 
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amount equal to the tax deferment, 
and later decrease this expense in the 
amount of later increased income 
taxes. This would eliminate the ob- 
jections to the above two methods 
that either earnings or rates for serv- 
ice would fluctuate with tax deferment 
and settlement. It has an added ap- 
peal that the amount of deferred taxes 
would be in the depreciation reserve 
and, therefore, deductible from the 
rate base of the company, However, 
it appears to mix two accounting 
items when only one is involved. 
There does not seem to be any actual 
acceleration in the depreciation of the 
facilities by reason of the amortization 
authorized in the Internal Revenue 
Code and therefore, there is sound ar- 
gument for not altering normal depre- 
ciation charges. 

[1-3] The fourth method seems to 
meet the problem better than any of 
the above. It contemplates normal 
depreciation expense on the defense 
facilities, a charge to “Provision for 
Deferred Income Taxes” and a credit 
to “Reserve for Deferred Income Tax- 
es” during the amortization period, 
and a charge to that Reserve and a 
credit to “Current Income Taxes De- 
ferred in Prior Years” after that peri- 
od has elapsed. This credits to the in- 
come statement in later years the dol- 
lar amounts charged thereto during 
the initial period and eliminates any 
distortion of earnings. 

The company initially discussed the 
propriety of carrying the deferred taxes 
in a restricted earned surplus account 
rather than in the Reserve for De- 
ferred Income Taxes. This account- 
ing would not be objectionable for un- 
regulated industry, but for a regulated 
utility the restricted surplus would 





inct 
pan 
for 
cap 
stor 
par 
des 
wil 
to 

ite 
cot 


wi 
tio 
ne 
tir 


eee aes an asi 


Py UREN RR an eget UN SF vy) mt 














nt, 
the 
me 


rds 


al 








RE GEORGIA POWER CO. 


increase the capitalization of the com- 
pany during the period of accounting 
for the deferred taxes. This increased 
capitalization might be viewed by 
stockholders and claimed by the com- 
pany as capital on which a return was 
deserved. Since the deferred taxes 
will provide capital funds at no cost 
to the company, the recording of the 
item should not be included in the 
company’s capitalization. 

Since the company must elect 
whether or not to claim the amortiza- 
tions authorized by the certificates of 
necessity, it seems appropriate at this 
time to conclude what treatment will 
be given the deferred tax item in rate 
proceedings. 

Inasmuch as the funds (which will 
be used for capital expenditures) are 
supplied at no interest or dividend 


| cost to the company, it is proper that 


} no return on such balances be pro- 


vided. On an invested capital rate 


| base the item is excluded, by being a 
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reserve rather than a restricted earned 
surplus balance. On a plant and 
equipment rate base the item will be 
deducted (similar to the deduction of 
the depreciation reserve) if the funds 
so provided are invested in plant and 
equipment, materials and supplies, or 
necessary working capital. 

Under this treatment the amortiza- 
tion of defense facilities appears to be 
in the public interest. It is estimated 
that some $19,500,000 of added capi- 
tal funds will be made available over 
the 5-year period from tax deferments, 
to be paid in future years. This 
amount of capital would have to be 
raised from the issuance of securities 
if it were not available from deferred 
taxes. The amortization, therefore, 
should reduce security issuance re- 


quirements by a maximum of $19,- 
500,000 after five years and lesser 
amounts thereafter. This results in a 
lesser earning requirement for the 
company than if additional securities 
were issued, and consequently lower 
rates for service than would otherwise 
be required. Furthermore, credits to 
income in the post-amortization period 
will be considered as earnings of the 
company for rate-making purposes. 

There appear to be two conditions 
which should be prescribed. One is 
that the full amount of credits to the 
Reserve for Deferred Income Taxes 
should be credited back to income after 
the amortization period. The other 
condition is that the accounting for 
the deferred taxes should not be spread 
over an unusually long period of time. 
Some of the facilities certified have an 
estimated service life of over seventy 
years (hydro plants) and it does not 
seem wise to maintain the reserve for 
such an extended period of time. 
Moreover, the remaining balances 
during later years will become rela- 
tively insignificant due to the clearing 
of balances related to facilities of 
shorter life. This order will, there- 
fore, stipulate such conditions. 

After careful consideration of this 
matter it is the opinion of the Commis- 
sion that the accounting treatment 
proposed should be prescribed. 

Wherefore, it is, 

Ordered (a) That the company 
shall account for property in respect of 
which said certificates of necessity are 
issued in the same manner as other 
property of the company and shall 
accrue depreciation of such facilities 
on its books at the normal rate of 
depreciation. 

(b) That the company shall charge, 
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during the period the amortization of 
emergency facilities results in reduc- 
tion of income taxes to “Provision for 
Deferred Income Taxes” as a sub- 
account under Account 507, Taxes, 
and shall credit to “Reserve for De- 
ferred Income Taxes,” an amount 
equal to the reduction in income taxes 
arising out of accelerated amortiza- 
tion in excess of normal depreciation 
allowable for income tax purposes. 

(c) That the company shall charge, 
during the period the accelerated 
amortization of emergency facilities 
results in increased income taxes, to 
“Reserve for Deferred Income Taxes” 
until such reserve is exhausted and 
shall credit to “Current Income Taxes 
Deferred in Prior Years,” a subac- 
count under Account 507, Taxes, an 
amount equal to such increase in in- 
come taxes, except as modified below. 

Ordered further that the maximum 
period over which the reserve may be 
maintained is thirty years on each 
item from and including the year of 
first accelerated amortization claimed 
for income tax purposes, and that to 
accomplish this the credit to income in 
each year after the initial 5-year 
amortization period shall not be less 
than the amount necessary to maintain 
the cumulative income credits in the 
post-amortization period at not less 
than 4 per cent per annum of the origi- 
nal aggregate balance for the number 
of years in which credits to income 
have been made. 


Ordered further that with each an- 
nual report to the Commission Geor- 
gia Power Company shall file a state- 
ment showing for the accounting 
period in question and for each certifi- 
cate of necessity the normal deprecia- 
tion expense assignable thereto, the 
amortization claimed for tax purposes, 
the resulting tax deferment, and the 
accounting for these tax deferments. 

Ordered further that the “Reserve 
for Deferred Income Taxes” shall be 
set forth as a separate reserve on all 
published balance sheets of the com- 
pany with an appropriate note rela- 
tive thereto explaining the source and 
ultimate disposition of the reserve bal- 
ance. 

Ordered further that at no time 
shall all or any portion of the reserve 
balance be transferred to any surplus 
account of the company. 

Ordered further that in future 
rate proceedings before this Commis- 
sion whether they be on application 
of the company or on motion of the 
Commission, claimed rate bases shall 
exclude amounts provided through 
the deferment of income taxes under 
§ 124-A of the Internal Revenue 
Code, unless otherwise ordered by the 
Commission at that time. 

Ordered further that the Commis- 
sion retains jurisdiction of this pro- 
ceeding for the purpose of issuing any 
further orders which seem meet and 
proper. 
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FLORIDA RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re South Atlantic Gas Company 


Docket No. 3613-GU, Order No. 1864 
January 22, 1953 


A PPLICATION by gas company for authority to increase gas 


rates; granted. 


| Rates, § 257 — Scope of increase — Consumer blocks — Special categories. 


A gas company entitled to a rate increase should spread the increase over 
all consumer blocks rather than limit it to certain categories of service. 


APPEARANCES: LeRoy B. Giles and 
James C. Robinson, Orlando, appeared 
for the applicant ; Mrs. Lucille H. Fair, 
Orlando, appeared for herself as prot- 
estant. 


By the Commission: The South 
Atlantic Gas Company has applied to 
this Commission for an increase in 
certain of its rates and charges at Or- 
lando, Winter Park, and St. Augus- 
tine, Florida. The company is incor- 
porated under the laws of the state of 
Georgia, is qualified to do business in 
the state of Florida, and is a public 
utility within the meaning of Chap 
26545, Laws of Florida, Acts of 1951. 
It is engaged in the manufacture, sale, 
and distribution of manufactured gas 
at Orlando, Winter Park, and St. 
Augustine, Florida, and at Savannah, 
Georgia. In addition, it conducts mer- 
chandising and jobbing business in Sa- 
vannah and Orlando. In its petition 
the utility contends that the rates 
presently in effect fail to yield an ade- 
quate or reasonable return upon the 
property used and useful in furnishing 
service to the public. In order to par- 
tially meet this deficiency the petition- 


er has requested an increase of 50 cents 
for the first 500 cubic feet, or less per 
month, with an increased minimum 
charge of 50 cents per month at Or- 
lando and Winter Park. The applicant 
also proposes to increase the large com- 
mercial service rate at Orlando and 
Winter Park by 5 cents on the first 
10,000 cubic feet, with a minimum 
charge increase of 50 cents per month. 
These rates are all subject to a fuel 
adjustment clause. No change is pro- 
posed in any of the special contract 
rates at Orlando or Winter Park, or in 
the remaining general service and large 
commercial service rate at those places. 
At St. Augustine the applicant pro- 
poses to increase the residential serv- 
ice rate by 50 cents on the first 300 
cubic feet, with a minimum charge in- 
crease of 50 cents per month, but no 
increase in the other three categories 
of the residential rates. Also, at St. 
Augustine, the applicant seeks to in- 
crease its commercial service rates on 
the first 300 cubic feet, as well as its 
minimum charge per month, by 50 
cents with no changes in the remaining 
commercial service rates. There are 
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no special contract rates or fuel clause 
adjustment in effect in the utility’s 
operations at St. Augustine. 

Based upon the petitioner’s separa- 
tion of investment, depreciation reserve 
and income accounts it received a re- 
turn of 3.12 per cent at Orlando and 
0.988 per cent at St. Augustine. The 
Commission’s separation of these items 
produced returns of 2.67 per cent at 
Orlando and 0.70 per cent at St. 
Augustine on a rate base which com- 
prehends the depreciated original cost 
plus one-twelfth of the annual operat- 
ing expenses and taxes. By increasing 
the rate base to allow 2 per cent of 
the average original plant in service 
for material and supplies, the company 
earned a return of 2.60 per cent at 
Orlando and 0.69 per cent at St. Au- 
gustine. Obviously, these rates are 
inadequate, unreasonably low, and con- 
fiscatory and the utility is entitled to 
an opportunity to earn additional rev- 
enue; in fact, more than it requested, 
because the increase proposed would, 
on our rate base, produce returns of 
only 4.48 per cent at Orlando and 
2.56 per cent at St. Augustine, with 
returns of only 4.36 per cent at Or- 
lando and 2.50 per cent at St. Augus- 
tine, if we included a 2 per cent allow- 
ance for material and supplies. 

Our problem here, therefore, is not 
to determine whether the utility is 
entitled to increase its rates, but rath- 
er what rates shall be increased and 
which customers shall pay the in- 


creased costs. It is our opinion that 
the minimum charges when increased 
as proposed, will be unreasonably 
high, in fact, such minimum charges 
would be 35 cents higher than the 
minimum charge of any utility under 
the jurisdiction of this Commission. 
It is our opinion, and we so find, that 
the minimum rates should not be in- 
creased in excess of 15 cents. We 
further find that the utility is entitled 
to an opportunity to earn the addi- 
tional revenue set out in its petition 
and which will be produced by the in- 
creases proposed therein ; however, we 
find that these increases should be 
spread over all consumer blocks and 
not limited to the categories set out 
in the petition. 

Now, therefore, in consideration 
thereof, it is ordered, adjudged, and 
decreed by the Florida Railroad and 
Public Utilities Commission that the 
South Atlantic Gas Company, petition- 
er herein, be and it is hereby author- 
ized : 


1. To increase its minimum rates by Ff 


15 cents, 

2. To increase its rates in all of its 
other consumer blocks, by sufficient 
amount to produce the over-all revenue 
increases sought in and by said peti- 
tion, and 

3. Said utility is directed to file 
herewith a schedule of rates and charg- 
es consistent with the terms of this 
order to become effective upon ap- 
proval by this Commission. 
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PG&E Invests Billionth Dollar 
In Construction 


Pcie Gas AND Execrric CoMPANY’s un- 
precedented postwar expansion program has 
reached the billion dollar mark. 

Announcement that the billionth dollar had 
been invested in construction since the begin- 
ning of 1946 was made in San Francisco re- 
cently by Kenneth C. Christensen, PG&E 
treasurer, on the occasion of the release of the 
company’s annual report to stockholders for 
the year 1952. 

“The company’s books now show that near 
the end of February the billionth dollar was 
spent on postwar expansion,” Mr. Christensen 
said. “That means,” he added, “that since Janu- 
ary 1, 1946, we have invested an average of 
$140 million a year in construction—or approx- 
imately $385,000 every day in slightly over 
seven years.” 

According to the announcement, the magni- 
tude of PG&E’s postwar expansion is un- 
paralleled in the history of the gas and electric 
utility industry. Since the end of World War 
{I the company has more than doubled its 
generating capacity and by the end of 1955 
will nearly have trebled it. The construction 
program also has included vast expansion of 
the company’s natural gas system. 

The company will continue to carry on its 
construction program at approximately the 
same rate for the next several years, Mr. 
Christensen said. Projects under construction 
or planned for completion by the end of 1955 
represent nearly a half-billion dollars more 
in new facilities. Projects planned beyond 1955 
are being engineered and they include, beside 
substantial amounts of new steam-electric 
capacity, a number of new hydroelectric plants 
in the Sierra and Cascade ranges. 


Atlantic City Steps-up 
Expansion Program 


[* order to keep pace with the rapidly expand- 
ing economy of southern New Jersey, the 
Atlantic City Electric Company has found it 
necessary to revise its long-range planning 
program, according to B. L. England, president. 

Construction projects planned in 1957 have 
been moved forward from one to two years. 
The company’s 1953-54 construction program 
calls for completion of a 75,000-kilowatt turbo 
generating unit, building of a new 132,000-volt 
transmission line and conversion to 132,000 
volts of one of the utility’s existing 66,000-volt 
circuits. 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utitties; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 








G-E Appointment 


Homce S. Hupparp has been appointed 
manager of the transformer laboratories 
department in the General Electric Company’s 
transformer and allied products division, Pitts- 
field, Mass. The appointment was announced 
by Francis E. Fairman, Jr., vice president and 
manager of the division. 

Mr. Hubbard, who has twice been a Coffin 
Award winner, was manager of power trans- 
former engineering until his latest appointment. 


R-R Issues Booklet on 
Tabulator Typewriter 


EW speed and ease in statistical typing 
through the use of the 10-Key Tabulator 
Electric Typewriter is the subject of a new 
folder released by Remington Rand Inc. This 
four-page folder describes a faster way to per- 
form columnar tabulation for bilhng and 
Statistical work. 
Write Remington Rand Inc., 315 Fourth 
avenue, New York 10, New York, for a free 
copy of booklet No. RE8500. 


Servel Appoints 
Utility Manager 


€; A. StocKHorF has been appointed Servel’s 
¢ southwestern public utility manager, it 
was announced recently by A. E. Lee, manager 
of the company’s public utility division. 

In his new post Stockhoff will contact public 
utility executives in Wyoming, Colorado, 
Kansas, New Mexico, Oklahoma, and Texas. 
He will make his headquarters in Servel’s 
southwestern regional office at Dallas. 


Cope Issues Catalog 
Of Complete Line 
Bi J. Corr, Inc., Philadelphia, for more than 


¢ 65 years, manufacturers and suppliers of 
cable installation equipment have issued a new 


(Continued on page 26) 





METER SEALER — WIRE SNIPPER 


@ Combination sealer and — —— 
with powerful leverage. Sturdy 
steel, S ong light weight. Complete 

ith flat lettered dies — $6, 
‘Slotted or recessed dies — 
S¢ a 
Write for FREE Catalog. 


A. C. GISSON CO., INC. 
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INDUSTRIAL PROGRESS—( Continued) 





catalog illustrating and describing their com- 
plete line. Designated Catalog No. 65, it is 
a buying guide for users of such equipment 
due to the wide selectivity offered. It contains 
40 information-packed pages and will be sent 
upon request to buyers and users of cable 
installation equipment. 


Richard Stone Joins 
William Wallace Co. 


Rn L. Stone, formerly with the Ameri- 
can Gas Association in Cleveland, has 
accepted a position as research engineer with 
the William Wallace Company, manufacturers 
of Metalbestos gas vent pipe. 

Mr.. Stone assumed his new position effec- 
tive March Ist and will work from the com- 
pany’s head office in Belmont, California. 
Previous to joining the William Wallace 
organization, Mr. Stone was a Senior Research 
Engineer with the AGA Laboratories Research 
Department where, for the past seven years, 
he has conducted and supervised various re- 
search projects sponsored by the gas industry. 


Cleveland Elec. Illuminating 
to Spend $36,000,000 


(Chana ELectric ILLUMINATING CoM- 
PANY expects to invest $36,000,000 this 
year in expansion improvements and replace- 
ments of service facilities throughout the 
Cleveland-northeast Ohio area, according to 
Elmer L. Lindseth, president. Expenditures 
in 1952 totaled $34,644,000 

Since V-J day, the company has been en- 
gaged in the greatest expansion program in 
its history. Over the past seven years, from 
1946 through 1952, it has spent $156,000,000 
on this program, which has raised the present 
total investment in property and plant to 


$323,000,000 


$20,000,000 Program Planned 
By Kansas City P.&L. 


Kans City Power & LicHt CoMPANY 
plans to spend about $20,000,000 for this 
year’s construction program, according to 
Harry B. Munsell, president. The major proj- 
ects include about ‘$6,150,000 for completion ot 
the third generating unit at the new Hawthorn 
station and the start of work on a fourth unit 
of 100,000 kilowatt capacity. Construction ex- 
penditures i in 1954 also will be about $20,000,- 
000, with over $7,000,000 of this amount 
programmed for the Hawthorn station. 








ATTORNEY—UTILITIES—REAL ESTATE 


Mature lawyer, title company background, 

major experience responsible positions in legal 
department group of utilities, emphasis real 
estate, easements, trust mortgages, wide va- 
riety operating utility matters. Harvard, A.B. 
cum laude in Mathematics, LL.B., admitted 
N. Y. & N. J., will relocate or consider special 
assignments anywhere. Write H.S.F., c/o N. Y. 
Law Institute, 120 Broadway, N. Y. 5. 





Houston L.&P. Has 
$65,000,000 Program 


LicgnHtTiInG & Power CoMPANy 
000,000 on new con- 
according to a 


OUSTON 
plans to spend $65, 
struction during 1953 and 1954, 
recent announcement. 
The construction program calls for the 
expenditure of $28,000,000 this year and 
$37,000,000 in 1954. 


A-C Releases New Distribution 
Transformer Bulletin 


k EATURES of Allis-Chalmers distribution 
transformers in ratings of 167 kva and 
smaller, 15,000 volts and below, are described 
in a new bulletin recently released by the com- 
pany. 

The bulletin illustrates production of trans- 
former coil, core and tank construction and 
the steps taken in final testing, painting and 
crating of the completed unit. 

Included in the bulletin is such mechanical 
information as standard low-voltage connec- 
tions and high-voltage bushing arrangement 
along with recommended installation practice 
for the transformers. 

Copies of the bulletin, “Allis-Chalmers Dis- 
tribution Transformers,” 61B6159D, are avail- 
able upon request from Allis-Chalmers Manu- 
facturing Company, 965 S. 70th street, Mil- 
waukee, Wisconsin. 








@ Here, in a pamphlet of 62 pages, 
are the views and opinions of well 
qualified authors, security analysts, 
gas and insurance company execu- 
tives, and FPC members on the 
“Cost-of-Money” rate of return 
theory, as expressed in the pages of 
Public Utilities Fortnightly. 


Available at 50c each in quantities 
1-100 copies; 40c each from 101-500 
copies. 


Public Utilities Reports, Inc. 
309 Munsey Building Washington 4, D. C. 
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over 6 YEARS 
ROOF OF PERFORMANCE 






\LTER NATO R SYSTE M 


Since 1946 Leece-Neville AC-DC Alter- 
SOME OF THE MANY UTILITIES . nator Systems have been delivering un- 
USING THE LEECE-NEVILLE matched performance. On 2-way radio 


cars and trucks...or wherever current 
ALTERNATOR SYSTEM _demands are high, L-N Alternators give: 
























Public Service Co. of New Mexico e 25 to 35 amps with engine idling 
Hydro Electric System, Winnipeg e ample capacity to carry the 
light & Water Department, Columbus, Miss. entire electrical accessory load 
Northwestern Electric Coop., Okla. e fully charged batteries always 
Corn Belt Electric Coop., Bloomington, Ill. e better radio operation 






The California Electric Power Co., Riverside 





There are L-N Alternator Systems rated 
‘ ¥ . at 50 amps and 80 amps for 6-volt sys- 
eoples Gas, Light and Coke Co., Chicago tems; 60 to 150 amps for 12-volt systems. 
Portland General Electric Co., Portland, Ore. 





The Dayton Power and Light Co. 









Ask us to arrange a demonstration of the 
L-N Alternator for your fleet. Or write for 
all the facts. The Leece-Neville Company, 
Cleveland 14, Ohio. Distributors in princi- 
pal cities...Service Stations everywhere. 





Jackson Electric Dept., Jackson, Tenn. 






Quebec Hydro-Electric Commission 
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2) ALTERNATOR SYSTEMS * GENERATORS © STARTING MOTOR 
FPPC - "REGULATORS ¢ SWITCHES © FRACTIONAL HP MOTORS 
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DIESEL OFF-HIGHWAY PASSENGER RAMROAD MARINE INDUSTR 






Heavy Duty Automotive Electric Equipment for Over 4 Year 















TRUCK BUS 
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Here is . 
concise, practical data on 


steam power 
generating equipment 


and its integration in 
the efficient plant 





Here is an unusually comprehensive discussion of st 
power plant machinery from the standpoint of construc 
of the various types of equipment, their performance ¢ 
acteristics, economics, and integration in the complete pl 
The book provides engineering data on the design of 
equipment, a knowledge of the economics of the efficient 

and considerable information that will be of value in prob 
of the selection of equipment suitable for various pur 


Just Out—4th Edition 


STEAM 
POWER 
STATIONS 


By GUSTAV A. GAFFERT 
Mechanical Engineer and Partner 


The author says in the Preface: “The treatment 
begins with fundamentals and develops in a way that 
allows the practical man as well as the student to 
expand his knowledge progressively through the 
more difficult subjects to the goal—complete inte- 
gration of all machinery.” 


Sargent and Lundy, Chicago ae the — panel oy and a — 
tributed so to the success of the previous editions, the pre 

627 pages, 6 x 9, 432 figures, 43 tables, edition of this practical book iow an especially con 
$8.00 hensive approach in dealing with power plant machi 

After outlining the equipment of a power plant, the | 
shows how each piece of apparatus or equipment is 4 
structed, then presents its performance characteristics, 





See what help you can get from 
these features of the Fourth Edition 


@ includes steam and heat rates for pre- 
ferred standard steam turbines of 11,500, 
15,000, 20,000, 30,000, 40,000, 60,000, 
and 90,000 kw capacities 


@ there is latest data on cyclone firing, 
pressurized furnaces, axial flow fans, and 
extraction cycle technique—material us- 
ually available only through the consult- 
ing engineer 

@ the chapter on station design has been 
revised with more emphasis on central- 
ized control and outdoor stations 


@ includes a more complete discussion 
of cooling towers and modern reheat 
cycles, and an up-to-date discussion of 
the practical application of the mercury 
cycle 








finally discusses economic and other factors of its integrat 
with other major and minor machinery. A glance at 
chapter headings will indicate how thoroughly the book c 
the various elements of the steam power generating p! 


CONTENTS: 


. Introduction 14. Superheaters and 
. Equipment of a Power Reheaters 
Station — 15. Fuel-burning Equipa 
. Steam Engines 16. Ductwork and Piping 
. Steam Turbines 17. Draft System 
Heat Transfer 18. Coal and Ash Handii 
Condensers 19. Pumping Equipment 
Feed-water Heaters and 29. Steam-station Costs 
Evaporators 1 
. Feed-water Treatment ; 
. Fuels and Combustion 
. Steam-generating Units d 
. High-pressure and ers and Steam-gent 
Binary-cycle Boilers ing Equipment 
. Dust Collectors 23. Cycle Arrangement 
. Economizers and Air 24. Binary Vapor Cycles 
Heaters 25. Station Design 
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22. Selection of Prime } 
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ACILITIES FOR THE SMALLEST OR THE LARGEST 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 8,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 








Your inquiries for hydraulic turbines of any size will receive prompt attention. 


Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CO. 
NEWPORT NEWS, VIRGINIA 
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Serving the public 


and industry 
24 hours a day! 


SYSTEM 


The Manufacturers Light and Heat Compan 
United Fuel Gas Company 
The Ohio Fuel Gas Company 
Atlantic Seaboard Corporation 
Amere Gas Utilities Company 
irginia Gas Distribution Corporation 
Big Morsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 
Cumberland and Allegheny Gas Company 
Home Gas Company 
The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
The Preston Oil Company 
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PROVIDE THE SENSITIVITY 
YOUR APPLICATION REQUIRES 


g FULLY ADJUSTABLE AS TO 
RANGE AND SENSITIVITY 


@ VISIBLE CALIBRATED DIAL 
@ BOURDON TUBE OPERATED 


MERCOID SEALED 
MERCURY CONTACT 


There is a Mercoid DA Pressure Control for your particular 
application in pressures varying from 30” vacuum to 2,500 
p.s.i. (available in many different circuit arrangements). 


Apart from bourdon tube operated pressure controls, Mercoid 
offers a line of bellows and diaphragm actuated controls. 


Explosion-proof and weather-proof cases are adaptable to 
practically all series. 


If you have an automatic control problem involving the control 
of pressure, temperature, liquid level or mechanical movement, 
write for Catalog No. 7OOA. 





THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO, ILL. 
NEW YORK: 205 £. 42nd ST. © — PHILADELPHIA: 3137 N. BROAD ST. 
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really make fs 





Little blocks, say 2"’ x 4” x 8”, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON CO., 


2424 Formers Bank Building 
Pittsburgh 22, Penasylvesie 


SO 


Q-Panels are fabricated from Galbestos, alumi: 
num, stainless steel, galvanized and black sel 
in lengths up to 25". 


Q-Panels, 3" in depth with 14" of incombust: 
ble insulation, have a thermal insulation valu 
superior to that of a 12"' dry masonry wall 
frred plaster interior. A single Q-Panel with# 
area of 50 sq. ft. can be erected in nine minus 
with a crew of only five men, and twenty-it 
workmen have erected as much as an acre 0 
in three days. 


Q-Panel construction is quick, dry, clean, 1! 
offers an interesting medium of architecul 
expression. 


PITTSBURGH, PA 


Offices in 50 Principal Cities 
World-Wide Building Service 
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“l can vouch for Dodge 
stamina and maneuverability” 





... says John J. Doyle, Street Commissioner, Scarsdale, N. Y. 


Why new Dodge “Job-Rated” Trucks 
are ideal for public utilities 


Seven big, high-compression 
engines . . . from 100 h.p. to 
171 h.p. . . . three of them all- 
new, assure power aplenty for 
your job! New no-shift Truck- 
o-matic transmission with g¥rol 
Fluid Drive actually does your 
gearshifting for you .. . saves 
extra energy for the work at 
hand! Available on all 14- and 
34-ton models. More than fifty 
new features to help speed up 
trips and lower your costs. Get 
more truck for your money .. . 
see your friendly Dodge dealer 
for all the facts! 


“Public utility trucks must be ready to go, 
night and day, on any kind of routine job 
or emergency. For routine work, we de- 
mand continuously high performance and 
economy . . . while for emergency calls, 
the watchword for our utility trucks is 
complete dependability, under all condi- 
tions. We find that Dodge ‘Job-Rated’ 
trucks answer our requirements to perfec- 
tion!” 


Wo Rabd TRUCKS — 
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KINNEAR Steel Rolling Doors 


increase efficiency in another modern building 
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Ward Steel Co. Pleased 


‘"We certainly are very pleased that Kinnear 
Doors were selected . . . we operate five of 
them, and at all times have experienced the 
utmost of performance."* 


Mr. J. A. Parsons, Vice President 
Ward Steel Co., Cambridge, Mass. 


In thousands of buildings, old and new, 
Kinnear Rolling Doors have proved that 
they give betier service at lower cost. Their 
efficient coiling upward action and inter- 
locking slat construction permit maximum 


Saving Ways in Doorways 


Bi 


Gh 





t SIO LOST, 


with Kinnear Doors 


use of all space around doorways—inside 
and outside the building—at all times. 


Kinnear Steel Rolling Doors open and 
close with time-saving ease year after year. 
They assure extra protection against wind, 
weather, intrusion, and fire. Available for 
manual or motor operation. Kinnear Steel 
Rolling Doors are built in any size, for 
easy installation in old or new buildings. 
Write for details. 


The KINNEAR Manufacturing Co. 


Factories: 
2060-80 Fields Avenue, Columbus 16, Ohio 
1742 Yosemite Ave., San Francisco 24, Calif. 
Offices And Agents In All Principal Cities 
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Part of the 60-cell DME-17C 


Switchyard of Norwood Sub- 


by Exide-Manchex batteries. 


Exide-Manchex installation oat | 2 Switchgear operoted 


Texas Power & Light Company's 


Norwood Substction, Irving, Tex. 





AGAIN IT’S EXIDE AFTER 27 YEARS ON THE JOB 


Exide-Manchex Battery 


Long life is an outstanding Exide quality . . . 
proved by one utility after another. Again 
it is shown by the Exide life record at Texas 
Power & Light Company’s Norwood Sub- 
station—27 years and 8 months of depend- 
able service. Now the choice is another 
Exide, a greater-than-ever Exide, the new 
Exide-Manchex battery which assures: 


POSITIVE OPERATION: Dependable per- 
formance at ample voltage with no switch- 
gear failures. 


INSTANTANEOUS POWER: High rates for 
switchgear operation with adequate reserve 
power for all other control circuits and for 
emergency lighting. 


LOW OPERATING COST: Extremely low 
internal resistance. 


LOW MAINTENANCE COSTS: Waterrequired 
about twice a year. No change of chemical 
solution during life of battery. 


LOW DEPRECIATION: Sturdy, long-life 
construction. 


GREATER CAPACITY in a given amount of 
space avoids overcrowding. 
“ * ° 

Various sizes and types of Exide Batteries, 
up to 100 ampere hours capacity, are avail- 
able in plastic containers. 

Exide-Manchex is your best battery buy 

for all control and substation services. 


THE ELECTRIC STORAGE BATTERY C0. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
“Exide” and ““Manchex" Reg. T.M. U.S. Pat. OF. 


1888... DEPENDABLE BATTERIES FOR 65 YEARS...195 
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DLEFFEL Hydraulic Turbines 


EFFICIENT * DEPENDABLE «+ SINCE 1862 


nother Leffel Job Well Done... 





A view of the dam and powerhouse. 


The illustrations on this page show another instance where 
a Leffel turbine was specified for the expansion of existing 
hydraulic power facilities. For this installation a Leffel 
vertical propeller-type hydraulic turbine was used. Maximum 
rating 11,500 HP, under 67 ft. net head, speed 180 RPM. 
bwering the runner, shaft and coverplate 

into position. From initial design through final assembly a Leffel turbine 
receives the best in skill and attention. No effort is spared 
during production to provide the materials and workman- 

ship necessary for long, trouble-free service. 
Why not contact us today about engineering your turbine 
installation or rehabilitation? Our 91 years of hydraulic 

| power experience are at your service. 


U. Se A. 





SPRINGFIELD, OHIO, 


MORE EFFICIENT HYDRAULIC POWER FOR 31 YEARS 
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Here is... 


authoritative help 
for your problems in 
power plant work 








CENTRAL STATIONS 


A complete manual of central station 
theory and practice 


HIS BOOK GIVES THE ELECTRICAL MAN the 

self-study material needed to advance himself in central sta- 
tion work. In a plain, detailed way, the author covers the how 
and why of the generation, transmission, and distribution of elec- 
trical energy, including scientific fundamentals, design factors, 
central station set-up, etc. A practical guide, with numerous 
illustrations from practice, for all who require a workable under- 
standing of this subject. 

This edition retains the practical treatment of the earlier 
editions, but includes considerable new material relating to devel- 
opments in the field, turbines, the network system, lightning 
protective apparatus, description and illustrations of a number 
of types of voltage regulators, etc. 


By TERRELL CROFT, Consulting Electrical Engineer 
Revised by GEORGE H. HALL 
Third edition, 360 pages, 5x8, 285 illustrations, $5.50 


STEAM POWER PLANT 





























Many descriptions, explanation; 
and illustrations under these 
18 chapter headings 


Distribution-system Nomencla- 


I. 
ture 
2. Distribution Loss and Distriby- 
tion-loss Factors 
3. Maximum Demand and Demand 
Factors 
4. Diversity and Diversity Factors 
5. Load Factor, Plant Factor, and 
Connected-load Factor 
6. Load Graphs and Their Sig- 
nificance 
7. General Principles of Circuit 
Design 
8. Calculation and Design of Di- 
rect-current Circults 
9. Calculation and Design of Alter. 
nating-current Circuits 
10. Transmission and Distribution 
of Electrical Energy 
11. Lightning Protection Apparatus 
12. Automatic Voltage Regulators 
. Switchboards and Switchgear 
. Characteristics of Electric Gen- 
erating Stations 
4 — of Steam, Internal- 
combustion-engine, and Hy- 
draulic Prime Movers 
. Steam-electric Generating Sta- 
tions 
. Internal-combustion-engine Sta- 


tions 
. Hydroelectric Stations 





AUXILIARIES AND ACCESSORIES 


How to select, install, operate, and maintain steam 


power plant auxiliaries and accessories 
HIS FACT-PACKED MANUAL DEMONSTRATES 


the wisest selection of steam power plant equipment, and the 
methods of installing, maintaining, and operating it that will 
insure generation of power at the least cost. The book describes 
the facts you need to know about each piece of equipment in 
clear-cut detail. 534 excellent drawings, diagrams, charts, tables, 
and photographs illustrate the equipment in use in this field. 
The data presented on pumps, boiler-feeding apparatus, prob- 
lems of feed-water heating, condensers, steam piping, etc., enable 
you to cut losses and upkeep expenses to a minimum. Included 
also is valuable information to help you solve the problems of 
preventing losses in steam piping systems. 
TERRELL CROFT, Editor, Consulting Engineer 
Revised by D. J. DUFFIN, formerly at Consolidated Edison Co. of 


N. Y. and National Research Council, Washington, D. C. 
Second Edition, 583 pages, 5Y,x8, 534 illustrations, 7 tables, $6.50 








Contents 


Pump Theory and Calculations 

Reciprocating Pumps } 

Centrifugal and Other Impeller- | 
type Pumps | 

Injectors 

Methods of Boiler Feeding 

Feed-water Heaters, Deaerators, | 
Evaporators 

Economizers and Air Preheaters 

Steam Condensers 

Spray Ponds and Cooling Towers 

Steam Piping of Power Plants 

Steam Separators 

Steam Traps 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 











Tae American ApprRaiIsAL Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 


NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 


$I Ford, Bacon & Davis 
SD) vavarions Engineers ons" 


NEW YORK @ CHICAGO @ LOS ANGELES 














GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 
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INCORPORATED 
ENGINEERS ¢ CONSULTANTS * CONSTRUCTORS 


NEW YORK + READING - WASHINGTON + HOUSTON + PHILADELPHIA - ROME + MANILA + MEDELLIN 


GA GILBERT ASSOCIATES 


FOUNDED 1906 








W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street e CHICAGO * Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 








Gustav Hirsch Organization, Inc. 
Consulting and Supervisory Engineers 


1347 West 5th Ave., Columbus (12) Ohio @ Telephones: L. D. 78—Kingswood 061! 
ALL PHASES OF PUBLIC UTILITY ENGINEERING AND SUPERVISION OF CONSTRUCTION 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE ° COLUMBUS, OHIO 











er BOWEN & FARRELL 


NN FARBOR. MICHIGAN 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 
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The Ru ljia n Coyoulion 


ENGINEERS © CONSTRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION « MANAGEMENT 
SURVEYS © INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: ‘The Value of Cost Analysis to Management"' 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








RATES TAXES 


a MIDDLE WEST ae 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 


ENGINEERING SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 











Pioneer Service i rrar Co. 


CONSULTING, DESIGNING AND SPECIALISTS IN 
OPERATING ENGINEERS : 3 ACCOUNTING, FINANCING, RATES, 
PURCHASING Ly INSURANCE AND DEPRECIATION 


331 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 








we aR Complete Services for 
OUTSTANDING JELOPUG in) ~ « 200, Gas and Electric Utilities 


IN THE 


INDUSTRY Py Stiely Meee as e139 COREA USELeL Designing * Engineering * Construction 


° E t © Surveys * Plans 
Dept. No. 148, 210 W.10th St., Kansas City 5, Mo. pps Piping * Equipment ©. Suruye © 5mm 
Alterations * Expansions 











THE RUST ENGINEERING co. 


Power Plant Design and Construction 
Boiler Settings, Chimneys, Equipment Erection 


PITTSBURGH, PA. BIRMINGHAM, ALA. 
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SANDERSON & PORTER 
ENGINEERS & 
AND 
CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Re ports—Design—Supervisien 


Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y 








Whitman, Requardt and Associates 


Publishers of the 35-year-old 
HANDY-WHITMAN INDEX 
for Public Utility 
Construction Cost Trends 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 


DESIGN — CONSTRUCTION 
REPORTS — VALUATIONS 


1304 ST, PAUL STREET 








ALBRIGHT & FRIEL INC. 


Consulting Engineers Consulting Engineer 
Water, Sewage and Industrial Wastes Problems REGISTERED IN INDIANA, NEW YORK, OHIO, 
Autpower Plants, Elead Control PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
Oncinat mal Cost Studies 
910 Electric Building Indianapolis Ind. 


EARL L. CARTER 


ndustria!l Buildings 
Reports, _ and Rates 


PHILADELPHIA 7 


City pussies 





121 SOUTH BROAD ST. 











BoppDyY-BENJAMIN ENGINEERS, CONSTRUCTION AND 














ASSOCIATES, INC. 
CONSULTING ENGINEERS 


Power Plant Design, = aad 
Construction wollen Supervision 


Economic and ee ~~ ~ pee - 
ical Services and Reports 


28 WEST ADAMS ° DETROIT 26, MICHIGAN 








MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 
CONSOLIDATED 


GAS ano SERVICE CO. 
327 So. LaSalle St., Chicage 4, UL 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 
HARRISBURG, PENNSYLVANIA 


a inatl, Renort: A 
POris-—APP 


Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 





LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


Microwave Services, Inc. 
“Architects of Modern Communications" 
Consultants, Engineers, Constructors 
Wire and Radio Telephone Systems 


45 Rockefeller Plaza Circle 7-4953 
New York 20, N. Y. 











HARZA ENGINEERING CO. 


Consulting Engineers 
L. F. HARZA 
E. MONTFORD FUCIK CALVIN V. DAVIS 
Hydro-Electrio —— Projects 
Transmission Lines, Management, 
Dams, Foundations, Harbor Structures, 
‘echanics 


400 W. MADISON ST. CHICAGO 6, ILL. 


A. S. SCHULMAN ELEctTRric Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — POWER STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


CHICAGO Los ANGELES 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 8, Ilinols 


Testing + Inspection « Consulting 
Product Development & Research 


UNITED STATES TESTING COMPANY, INC. 


Hoboken, N. J. 


Boston * Chicago * Denver * Los Angeles 
Memphis © New York * Philadelphia * Providence * Dallas 














LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatze Sr., Caicaso 








WESTCOTT & MAPES 


Incorporated 
ARCHITECTS ENGINEERS 
VAN — STUDIES — REPORTS — 
SIGN — SUPERVISION 


uTi es — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 


NEW HAVEN CONNECTICUT 
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+. THE NEW b-6 Mixall 


MIXES ALL THE HOT PATCH YOU NEED, 


ANY TIME, ANYWHERE, ANY WEATHER 


Now, the new Barber-Greene Mixall gives you the opportunity to offer high quality 
bituminous paving for driveways, sidewalks, service stations, industrial plants, 
parking lots... and other “black top” jobs at new low costs. 


The Mixall, a completely new, compact and portable small-job maintenance and 
paving mixer, will produce up to 5 t.p.h. of any type hot mix... up to 10 t.p.h. of 
cold mix ... will produce low slump Portland cement mixes. Built to be towed 
behind the aggregate truck for on-the-spot mixing, the Mixall is just as well suited 
for central plant or stock pile operation. The Mixall can work in any weather... 
even drying frozen aggregates. 

Think of what you could do with the new B-G Mixall in your territory. Then see 
the Mixall at your first opportunity .. . or write for full information. 


THE ONLY SMALL JOB MAINTENANCE MIXER WITH... 


@ ROTARY DRUM DRYING: The same @ POWER SKIP HOIST: Only 14” high 
principle used in largest B-G Con- for easy charging. 
tinuous Dryers. 

@ TWIN SHAFT HEATED PUGMILL: @ HIGH DISCHARGE: Can discharge 
“Kneading" action assures even directly into place, into wheelbar- 
coating of every aggregate particle. rows or gas buggies. 


Barber-Greene 


rs 


t 


Aurora, Illinois, U.S.A. 








